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IAC Supp. PREFACE IAC 11/1/23

The Iowa Administrative Code (IAC) Supplement is published biweekly pursuant to Iowa Code
sections 2B.5A and 17A.6. The Supplement is a compilation of updated Iowa Administrative Code
chapters that reflect rule changes which have been adopted by agencies and filed with the Administrative
Rules Coordinator as provided in Iowa Code sections 7.17, 17A.4, and 17A.5 and published in the Iowa
Administrative Bulletin bearing the same publication date as the one for this Supplement. To determine
the specific changes to the rules, refer to the Iowa Administrative Bulletin. To maintain a loose-leaf set
of the IAC, insert the chapters according to the instructions included in the Supplement.

In addition to the rule changes adopted by agencies, the chapters may reflect objection to a rule or
a portion of a rule filed by the Administrative Rules Review Committee (ARRC), the Governor, or the
Attorney General pursuant to Iowa Code section 17A.4(6); an effective date delay or suspension imposed
by the ARRC pursuant to section 17A.8(9) or 17A.8(10); rescission of a rule by the Governor pursuant
to section 17A.4(8); nullification of a rule by the General Assembly pursuant to Article III, section 40,
of the Constitution of the State of Iowa; other action relating to rules enacted by the General Assembly;
updated chapters for the Uniform Rules on Agency Procedure; or an editorial change to a rule by the
Administrative Code Editor pursuant to Iowa Code section 2B.13(2).
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INSTRUCTIONS
FOR UPDATING THE

IOWA ADMINISTRATIVE CODE

Agency names and numbers in bold below correspond to the divider tabs in the IAC binders. New
and replacement chapters included in this Supplement are listed below. Carefully remove and insert
chapters accordingly.

Editor’s telephone 515.281.3355 or 515.242.6873

Cultural Affairs Department[221]
Replace Analysis
Remove Reserved Chapter 5 and Chapter 6
Insert Reserved Chapters 5 and 6
Remove Chapters 8 and 9 and Reserved Chapters 10 to 12
Insert Reserved Chapters 8 to 12

Economic Development Authority[261]
Replace Analysis
Remove Reserved Chapters 16 to 19 and Chapter 20
Insert Reserved Chapters 16 to 20
Remove Reserved Chapter 103 and Chapter 104
Insert Reserved Chapters 103 and 104
Remove Reserved Chapter 109, Chapter 110, and Reserved Chapter 111
Insert Reserved Chapters 109 to 111
Remove Reserved Chapters 217 to 399
Insert Reserved Chapters 217 to 300, Chapters 301 to 303, and Reserved Chapters 304 to 399

Racing and Gaming Commission[491]
Replace Chapters 4 and 5
Replace Chapter 8
Replace Chapter 14

Revenue Department[701]
Replace Analysis
Replace Chapter 219
Replace Chapter 225
Replace Chapter 302

Workforce Development Board and Workforce Development Center
Administration Division[877]

Replace Analysis
Replace Reserved Chapters 22 and 23 with Chapters 22 and 23
Replace Reserved Chapter 30 with Chapter 30
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CULTURAL AFFAIRS DEPARTMENT[221]
[Created by 1986 Iowa Acts, chapter 1245, section 1301. Divisions under this “umbrella” include Arts Division[222],

Historical Division [223], Library Division[224], and Public Broadcasting Division[225]]

CHAPTER 1
ORGANIZATION AND OPERATION

1.1(303) Definitions
1.2(303) Purpose
1.3(303) Administrative services section
1.4(303) Director’s duties
1.5(303) Divisions
1.6(303) Administrative offices

CHAPTER 2
PUBLIC RECORDS AND FAIR INFORMATION PRACTICES

(Uniform Rules)

2.1(17A,22) Definitions
2.3(17A,22) Requests for access to records
2.6(17A,22) Procedure by which additions, dissents, or objections may be entered into certain

records
2.9(17A,22) Disclosures without the consent of the subject
2.10(17A,22) Routine use
2.11(17A,22) Consensual disclosure of confidential records
2.12(17A,22) Release to subject
2.13(17A,22) Availability of records
2.14(17A,22) Personally identifiable information
2.15(17A,22) Other groups of records
2.16(17A,22) Data processing systems
2.17(17A,22) Applicability

CHAPTER 3
DECLARATORY ORDERS

3.1(17A) Petition for declaratory order
3.2(17A) Notice of petition
3.3(17A) Intervention
3.4(17A) Briefs
3.5(17A) Inquiries
3.6(17A) Service and filing of petitions and other papers
3.7(17A) Consideration
3.8(17A) Action on petition
3.9(17A) Refusal to issue order
3.10(17A) Contents of declaratory order—effective date
3.11(17A) Copies of orders
3.12(17A) Effect of declaratory order

CHAPTER 4
DEPARTMENT PROCEDURE FOR RULE MAKING

4.1(17A) Applicability
4.2(17A) Advice on possible rules before notice of proposed rule adoption
4.3(17A) Public rule-making docket
4.4(17A) Notice of proposed rule making
4.5(17A) Public participation
4.6(17A) Regulatory analysis
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4.7(17A,25B) Fiscal impact statement
4.8(17A) Time and manner of rule adoption
4.9(17A) Variance between adopted rule and published notice of proposed rule adoption
4.10(17A) Exemptions from public rule-making procedures
4.11(17A) Concise statement of reasons
4.12(17A) Contents, style, and form of rule
4.13(17A) Department rule-making record
4.14(17A) Filing of rules
4.15(17A) Effectiveness of rules prior to publication
4.16(17A) General statements of policy
4.17(17A) Review by department of rules

CHAPTERS 5 and 6
Reserved

CHAPTER 7
MUSEUM PROPERTY

7.1(305B) Purpose
7.2(305B) Forms
7.3(305B) Title to undocumented property
7.4(305B) Museum and lender obligations

CHAPTERS 8 to 12
Reserved

CHAPTER 13
IOWA CULTURAL TRUST

13.1(303) Program purpose
13.2(303) Program description
13.3(303) Definitions
13.4(303) Trust fund credits
13.5(303) Cultural trust grant programs
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CHAPTER 5
Reserved

CHAPTER 6
IOWA COMMUNITY CULTURAL GRANTS (ICCG) PROGRAM

Transferred to 261—Chapter 301, IAC Supplement 11/1/23
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CHAPTER 8
CULTURAL LEADERSHIP PARTNERS (CLP) PROGRAM
Transferred to 261—Chapter 302, IAC Supplement 11/1/23

CHAPTER 9
CULTURAL AND ENTERTAINMENT DISTRICTS

Transferred to 261—Chapter 303, IAC Supplement 11/1/23

CHAPTER 10
DESCRIPTION OF ORGANIZATION
Rescinded IAB 10/2/91, effective 9/13/91

CHAPTER 11
POLICIES AND PROCEDURES

Rescinded IAB 10/2/91, effective 9/13/91

CHAPTER 12
FORMS

Rescinded IAB 10/2/91, effective 9/13/91

https://www.legis.iowa.gov/docs/aco/bulletin/10-02-1991.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/10-02-1991.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/10-02-1991.pdf
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ECONOMIC DEVELOPMENT AUTHORITY[261]
[Created by 1986 Iowa Acts, chapter 1245]

[Prior to 1/14/87, see Iowa Development Commission[520] and Planning and Programming[630]]
[Prior to 9/7/11, see Economic Development, Iowa Department of[261];

renamed Economic Development Authority by 2011 Iowa Acts, House File 590]

PART I
DEPARTMENT STRUCTURE

CHAPTER 1
ORGANIZATION

1.1(15) History and mission
1.2(15) Definitions
1.3(15) Economic development authority board
1.4(15) Authority structure
1.5(15) Information

CHAPTERS 2 and 3
Reserved
PART II

WORKFORCE DEVELOPMENT COORDINATION

CHAPTERS 4 to 14
Reserved

CHAPTER 15
STEM BEST APPROPRIATION

15.1(89GA,HF871,HF2564) Purpose
15.2(89GA,HF871,HF2564) Definitions
15.3(89GA,HF871,HF2564) Eligible uses of funds

CHAPTERS 16 to 20
Reserved
PART III

COMMUNITY DEVELOPMENT DIVISION

CHAPTER 21
DIVISION RESPONSIBILITIES

21.1(15) Mission
21.2(15) Division responsibilities

CHAPTER 22
NUISANCE PROPERTY AND ABANDONED BUILDING REMEDIATION ASSISTANCE

22.1(15) Authority and purpose
22.2(15) Definitions
22.3(15) Program description
22.4(15) Program eligibility, application scoring, and funding decisions
22.5(15) Contract required

CHAPTER 23
IOWA COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

23.1(15) Purpose
23.2(15) Definitions
23.3(15) Annual action plan
23.4(15) Allocation of funds
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23.5(15) Requirements for funding
23.6(15) Award and administration

CHAPTER 24
BROADBAND FORWARD AND TELECOMMUTER FORWARD CERTIFICATIONS

24.1(15E) Authority
24.2(15E) Purposes
24.3(15E) Definitions
24.4(15E) Application; review; approval
24.5(15E) Broadband forward certification
24.6(15E) Telecommuter forward certification
24.7(15E) Maintenance of certification

CHAPTER 25
Reserved

CHAPTER 26
VARIANCE PROCEDURES FOR TAX INCREMENT

FINANCING (TIF) HOUSING PROJECTS
26.1(403) Goals and objectives
26.2(403) Definitions
26.3(403) Requirements for benefit to low- and moderate-income families
26.4(403) Ability to request a variance
26.5(403) Variance request procedure
26.6(403) Criteria for review

CHAPTER 27
Reserved

CHAPTER 28
RURAL HOUSING NEEDS ASSESSMENT GRANT PROGRAM

28.1(88GA,SF608) Purpose
28.2(88GA,SF608) Definitions
28.3(88GA,SF608) Program description
28.4(88GA,SF608) Program eligibility, application scoring, and funding decisions
28.5(88GA,SF608) Agreement required

CHAPTER 29
RURAL INNOVATION GRANT PROGRAM

29.1(88GA,SF608) Purpose
29.2(88GA,SF608) Definitions
29.3(88GA,SF608) Program description
29.4(88GA,SF608) Program eligibility, application scoring, and funding decisions
29.5(88GA,SF608) Agreement required

CHAPTER 30
EMPOWER RURAL IOWA PROGRAM

30.1(89GA,HF871,HF2564) Purpose
30.2(89GA,HF871,HF2564) Definitions
30.3(89GA,HF871,HF2564) Eligible uses of funds
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CHAPTER 31
ECONOMIC DEVELOPMENT REGION INITIATIVES

31.1(15E) Purpose
31.2(15E) Types of assistance
31.3(15E) Financial assistance
31.4(15E) Definitions

DIVISION I
ECONOMIC DEVELOPMENT REGION INITIATIVE—FINANCIAL ASSISTANCE

31.5(15E) Uses of funds under the economic development region initiative
31.6(15E) Application process and approval process
31.7(15E) Reporting requirements

DIVISION II
ECONOMIC ENTERPRISE AREAS

31.8(15E) Description
31.9(15E) Funding
31.10(15E) Eligible use of funds
31.11(15E) Application process and approval process
31.12(15E) Reporting requirements

DIVISION III
BUSINESS ACCELERATORS

31.13(15E) Description and purpose
31.14(15E) Definitions
31.15(15E) Requirements and qualifications for business accelerator entities
31.16(15E) Other considerations
31.17(15E) Application procedures
31.18(15E) Reporting

CHAPTERS 32 to 35
Reserved

CHAPTER 36
DOWNTOWN LOAN GUARANTEE PROGRAM

36.1(15) Purpose
36.2(15) Definitions
36.3(15) Eligibility
36.4(15) Application submittal and review process
36.5(15) Loan guarantee limitations
36.6(15) Annual fee
36.7(15) Agreement
36.8(15) Reporting

CHAPTER 37
Reserved

CHAPTER 38
REGIONAL SPORTS AUTHORITY DISTRICTS

38.1(15E) Definitions
38.2(15E) Program description
38.3(15E) Program eligibility and application requirements
38.4(15E) Application scoring and certification of districts
38.5(15E) Contract administration
38.6(15E) Expenses, records, and reimbursements
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CHAPTER 39
MAIN STREET IOWA PROGRAM

39.1(15) Purpose
39.2(15) Definitions
39.3(15) Program administration
39.4 and 39.5 Reserved
39.6(15) Application and selection process
39.7(15) Selection criteria
39.8 Reserved
39.9(15) Reports
39.10(15) Noncompliance
39.11(15) Forms

CHAPTERS 40 and 41
Reserved

CHAPTER 42
IOWA TOURISM GRANT PROGRAM

42.1(15) Definitions
42.2(15) Program description
42.3(15) Program eligibility and application requirements
42.4(15) Application scoring and approval process
42.5(15) Contract administration
42.6(15) Expenses, records, and reimbursements

CHAPTER 43
HOOVER PRESIDENTIAL LIBRARY TAX CREDIT

43.1(15E) Purpose
43.2(15E) Definitions
43.3(15E) Authorization of tax credits
43.4(15E) Tax credit limitations
43.5(15E) Distribution process and review criteria

CHAPTER 44
COG ASSISTANCE

44.1(28H) Purpose
44.2(28H) Definitions
44.3(28H) Eligibility
44.4(28H) Eligible activities
44.5(28H) Application procedure
44.6(28H) Grant awards
44.7(28H) Funding
44.8(28H) Financial management standards
44.9(28H) Record keeping and retention
44.10(28H) Progress reports
44.11(28H) Noncompliance
44.12(28H) Grant closeouts
44.13(28H) Compliance with state laws and regulations

CHAPTER 45
COMMUNITY CATALYST BUILDING REMEDIATION PROGRAM

45.1(15) Purpose
45.2(15) Definitions
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45.3(15) Program description
45.4(15) Program eligibility, application scoring, and funding decisions
45.5(15) Agreement required

CHAPTER 46
Reserved

CHAPTER 47
ENDOW IOWA TAX CREDITS

47.1(15E) Purpose
47.2(15E) Definitions
47.3(15E) Authorization of tax credits to taxpayers
47.4(15E) Distribution process and review criteria

CHAPTER 48
WORKFORCE HOUSING TAX INCENTIVES PROGRAM

48.1(15) Authority and purpose
48.2(15) Definitions
48.3(15) Small cities
48.4(15) Housing project requirements
48.5(15) Housing project application and agreement
48.6(15) Workforce housing tax incentives
48.7(15) Annual program funding allocation, reallocation, and management of excess

demand
48.8(15) Application submittal and review process

DISASTER RECOVERY HOUSING PROGRAM
48.9(15) Housing project minimum requirements
48.10(15) Housing project application and agreement
48.11(15) Disaster recovery housing tax incentives
48.12(15) Program funding allocation and management of excess demand
48.13(15) Application submittal and review process

CHAPTER 49
HISTORIC PRESERVATION TAX CREDIT

49.1(303,404A) Purpose
49.2(404A) Program transition and applicability
49.3(404A) Definitions
49.4(404A) Qualified rehabilitation expenditures
49.5(404A) Historic preservation tax credit
49.6(404A) Management of annual aggregate tax credit award limit
49.7(404A) Applications
49.8(404A) Small projects
49.9(404A) Who may apply for the tax credit
49.10(404A) Part 1 and Part 2 applications
49.11(404A) Part 2B application
49.12(404A) Agreement
49.13(404A) Part 3 application—request for certification of completed work and verification of

qualified rehabilitation expenditures
49.14(404A) Fees
49.15(404A) Compliance
49.16(404A) Certificate issuance; claiming the tax credit
49.17(303,404A) Appeals
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PART IV
BUSINESS DEVELOPMENT DIVISION

CHAPTER 50
DIVISION RESPONSIBILITIES

50.1(15) Mission
50.2(15) Division responsibilities

CHAPTER 51
BUTCHERY INNOVATION AND REVITALIZATION PROGRAM

51.1(15E) Purpose
51.2(15E) Definitions
51.3(15E) Eligibility
51.4(15E) Application submittal and review process
51.5(15E) Application scoring criteria
51.6(15E) Contract administration
51.7(15E) Disbursement of funds
51.8(15E) Reporting

CHAPTER 52
IOWA TARGETED SMALL BUSINESS CERTIFICATION PROGRAM

52.1(15) Definitions
52.2(15) Certification
52.3(15) Description of application
52.4(15) Eligibility standards
52.5(15) Special consideration
52.6(15) Family-owned business
52.7(15) Cottage industry
52.8(15) Decertification
52.9(15) Request for bond waiver
52.10(15) Fraudulent practices in connection with targeted small business programs

CHAPTER 53
Reserved

CHAPTER 54
IOWA TARGETED SMALL BUSINESS PROCUREMENT PROGRAM

54.1(73) Purpose
54.2(73) Definitions
54.3(73) Preliminary procedures
54.4(73) Identification of targeted small businesses
54.5(73) IDED administration
54.6(73) Certification
54.7(73) Request for review of certification denial
54.8(73) Certification review board
54.9(73) Decertification
54.10(73) Notice of solicitation for bids
54.11 Reserved
54.12(73) Determination of ability to perform
54.13(73) Other procurement procedures
54.14(73) Reporting requirements
54.15(73) Maintenance of records
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CHAPTER 55
TARGETED SMALL BUSINESS FINANCIAL ASSISTANCE PROGRAM

55.1(15) Targeted small business financial assistance program (TSBFAP)
55.2(15) Definitions
55.3(15) Application and approval
55.4(15) Monitoring
55.5(15) Disbursement of funds

CHAPTER 56
EMPLOYEE STOCK OWNERSHIP PLAN (ESOP) FORMATION ASSISTANCE

56.1(85GA,HF648) Purpose
56.2(85GA,HF648) Definitions
56.3(85GA,HF648) Program description
56.4(85GA,HF648) Program eligibility, application scoring, and funding decisions
56.5(85GA,HF648) Contract required

CHAPTER 57
EMPLOYER CHILD CARE TAX CREDIT

57.1(237A) Definitions
57.2(237A) Authorization of tax credits
57.3(237A) Application and issuance process
57.4(237A) CPA examination

CHAPTER 58
Reserved

CHAPTER 59
ENTERPRISE ZONE (EZ) PROGRAM

59.1(15E) Purpose and administrative procedures
59.2(15E) Definitions
59.3(15E) Enterprise zone certification
59.4(15E) Enterprise zone commission
59.5(15E) Eligibility and negotiations
59.6(15E) Eligible business
59.7 Reserved
59.8(15E) Eligible housing business
59.9 Reserved
59.10(15E) Commission review of businesses’ applications
59.11(15E) Other commission responsibilities
59.12(15E) Department action on eligible applications
59.13 and 59.14 Reserved
59.15(15E) Applicability on or after July 1, 2014

CHAPTER 60
ENTREPRENEURIAL VENTURES
ASSISTANCE (EVA) PROGRAM

60.1(15) Purpose and administrative procedures
60.2(15) Definitions
60.3(15) Eligibility requirements
60.4(15) Financial assistance
60.5(15) Technical assistance
60.6(15) Application process
60.7(15) Review criteria
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60.8 and 60.9 Reserved
60.10(15,83GA,SF344) Applicability of EVA program after July 1, 2009

CHAPTERS 61 to 64
Reserved

CHAPTER 65
BROWNFIELD AND GRAYFIELD REDEVELOPMENT

65.1(15) Purpose
65.2(15) Definitions
65.3(15) Eligible applicants
65.4(15) Eligible forms of assistance and limitations
65.5(15) Repayment to economic development authority
65.6(15) General procedural overview
65.7(15) Application to the brownfield redevelopment program—agreements
65.8(15) Application to the redevelopment tax credits program—registration of

projects—agreements
65.9(15) Application review criteria
65.10(15) Administration of awards
65.11(15) Redevelopment tax credit
65.12(15) Review, approval, and repayment requirements of redevelopment tax credit

CHAPTER 66
ASSISTIVE DEVICE TAX CREDIT

66.1(78GA,ch1194) Purpose
66.2(78GA,ch1194) Definitions
66.3(78GA,ch1194) Eligibility criteria
66.4(78GA,ch1194) Application process
66.5(78GA,ch1194) Review, decision and award process
66.6(78GA,ch1194) Certification
66.7(78GA,ch1194) Monitoring and misuse of funds
66.8(78GA,ch1194) Tax credit

CHAPTER 67
Reserved

CHAPTER 68
HIGH QUALITY JOBS PROGRAM (HQJP)

68.1(15) Administrative procedures and definitions
68.2(15) Eligibility requirements
68.3(15) Application process and review
68.4(15) Tax incentives
68.5(15) Project completion assistance

CHAPTERS 69 and 70
Reserved

CHAPTER 71
TARGETED JOBS WITHHOLDING TAX CREDIT PROGRAM

71.1(403) Definitions
71.2(403) Eligibility requirements
71.3(403) Pilot project city application process and review
71.4(403) Withholding agreements
71.5(403) Project approval
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71.6(403) Reporting requirements
71.7(403) Applicability

CHAPTER 72
IOWA EXPORT TRADE ASSISTANCE PROGRAM

72.1(78GA,ch197) Purpose
72.2(78GA,ch197) Definitions
72.3(78GA,ch197) Eligible applicants
72.4(78GA,ch197) Eligible reimbursements
72.5(78GA,ch197) Applications for assistance
72.6(78GA,ch197) Selection process
72.7(78GA,ch197) Limitations
72.8(78GA,ch197) Forms

CHAPTERS 73 and 74
Reserved

CHAPTER 75
OPPORTUNITIES AND THREATS PROGRAM

75.1(83GA,SF344) Purpose
75.2(83GA,SF344) Administrative procedures
75.3(83GA,SF344) Eligible applicants
75.4(83GA,SF344) Review criteria
75.5(83GA,SF344) Award criteria
75.6(15) Applicability of the opportunities and threats program on or after July 1, 2012

CHAPTER 76
AGGREGATE TAX CREDIT LIMIT FOR

CERTAIN ECONOMIC DEVELOPMENT PROGRAMS
76.1(15) Authority
76.2(15) Purpose
76.3(15) Definitions
76.4(15) Tax credit cap—exceeding the cap—reallocation of declinations
76.5(15) Allocating the tax credit cap
76.6(15) Reporting to the department of revenue

CHAPTER 77
SITE DEVELOPMENT PROGRAM

DIVISION I
GENERAL PROVISIONS

77.1(15E) Purposes
77.2(15E) Authority
77.3(15E) Definitions
77.4 to 77.10 Reserved

DIVISION II
CERTIFICATE OF READINESS

77.11(15E) Eligibility
77.12(15E) Application; review; approval
77.13(15E) Evaluation criteria
77.14(15E) Certificate of readiness
77.15 to 77.20 Reserved
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DIVISION III
CONSULTATION

77.21(15E) Consultation

CHAPTERS 78 to 80
Reserved

CHAPTER 81
RENEWABLE CHEMICAL PRODUCTION TAX CREDIT PROGRAM

81.1(15) Purpose
81.2(15) Definitions
81.3(15) Eligibility requirements
81.4(15) Application process and review
81.5(15) Agreement
81.6(15) Renewable chemical production tax credit
81.7(15) Claiming the tax credit
81.8(15) Process to add building block chemicals
81.9(15) Additional information—confidentiality—annual report

CHAPTERS 82 to 100
Reserved
PART V

INNOVATION AND COMMERCIALIZATION ACTIVITIES

CHAPTER 101
MISSION AND RESPONSIBILITIES

101.1(15) Mission
101.2(15) Responsibilities

CHAPTER 102
ENTREPRENEUR INVESTMENT AWARDS PROGRAM

102.1(15E) Authority
102.2(15E) Purpose
102.3(15E) Definitions
102.4(15E) Program description, application procedures, and delegation of functions
102.5(15E) Program funding
102.6(15E) Eligibility requirements and competitive scoring process
102.7(15E) Contract and report information required

CHAPTERS 103 and 104
Reserved

CHAPTER 105
DEMONSTRATION FUND

105.1(15) Authority
105.2(15) Purpose
105.3(15) Definitions
105.4(15) Project funding
105.5(15) Matching funds requirement
105.6(15) Eligible applicants
105.7(15) Ineligible applicants
105.8(15) Application and review process
105.9(15) Application selection criteria
105.10(15) Contract and reporting
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CHAPTER 106
SMALL BUSINESS INNOVATION RESEARCH AND TECHNOLOGY

TRANSFER OUTREACH PROGRAM
106.1(15) Authority
106.2(15) Purpose and goals
106.3(15) Definitions
106.4(15) Program description, application procedures, and delegation of functions
106.5(15) Program funding
106.6(15) Eligibility requirements
106.7(15) Agreement and report information required

CHAPTER 107
Reserved

CHAPTER 108
ACCELERATION AND DEVELOPMENT OF INNOVATIVE IDEAS AND BUSINESSES

108.1(15) Authority
108.2(15) Purpose and description of program components
108.3(15) Definitions
108.4(15) Program description, application procedures, and delegation of functions
108.5(15) Program funding
108.6(15) Contract and report information required

CHAPTERS 109 to 111
Reserved

CHAPTER 112
STATE SMALL BUSINESS CREDIT INITIATIVE (SSBCI)

112.1(15) Purpose
112.2(15) Definitions
112.3(15) Federal requirements
112.4(15) Eligible uses
112.5(15) Delegation of certain administrative functions

CHAPTER 113
Reserved

CHAPTER 114
IOWA INNOVATION COUNCIL

114.1(15) Authority
114.2(15) Purpose
114.3(15) Definitions
114.4(15) Iowa innovation council funding
114.5(15) Council membership
114.6(15) Responsibilities and deliverables
114.7(15) Executive committee
114.8(15) Application and review process for board-appointed council members
114.9(15) Voting
114.10(15) Meetings and commitment of time
114.11(15) Nonattendance
114.12(15) Council work groups
114.13(15) Reporting
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CHAPTER 115
TAX CREDITS FOR INVESTMENTS IN QUALIFYING BUSINESSES

115.1(15E) Tax credits for investments in qualifying businesses
115.2(15E) Definitions
115.3(15E) Cash investments required
115.4(15E) Applying for an investment tax credit
115.5(15E) Certification of qualifying businesses
115.6(15E) Approval, issuance and distribution of investment tax credits
115.7(15E) Claiming the tax credits
115.8(15E) Notification to the department of revenue
115.9(15E) Rescinding tax credits
115.10(15E) Additional information—confidentiality—annual report

CHAPTER 116
TAX CREDITS FOR INVESTMENTS IN CERTIFIED INNOVATION FUNDS

116.1(15E) Tax credit for investments in certified innovation funds
116.2(15E) Definitions
116.3(15E) Certification of innovation funds
116.4(15E) Maintenance, reporting, and revocation of certification
116.5(15E) Application for the investment tax credit certificate
116.6(15E) Approval, issuance and distribution of investment tax credits
116.7(15E) Transferability of the tax credit
116.8(15E) Vested right in the tax credit
116.9(15E) Claiming the tax credits
116.10(15E) Notification to the department of revenue
116.11(15E) Additional information

CHAPTER 117
SSBCI DEMONSTRATION FUND

117.1(84GA,HF590) Authority
117.2(84GA,HF590) Purposes, goals, and promotion
117.3(84GA,HF590) Definitions
117.4(84GA,HF590) Project funding
117.5(84GA,HF590) Leverage of financial assistance required
117.6(84GA,HF590) Eligible applicants
117.7(84GA,HF590) Ineligible applicants
117.8(84GA,HF590) Application and review process
117.9(84GA,HF590) Application selection criteria
117.10(84GA,HF590) Contract and reporting

CHAPTER 118
STRATEGIC INFRASTRUCTURE PROGRAM

118.1(15) Authority
118.2(15) Purpose
118.3(15) Definitions
118.4(15) Program description, disbursement of funds, and contract administration
118.5(15) Program eligibility and application requirements
118.6(15) Application submittal and review process
118.7(15) Application scoring criteria
118.8(15) Notice of award and reporting
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CHAPTER 119
MANUFACTURING 4.0 TECHNOLOGY INVESTMENT PROGRAM

119.1(15) Authority
119.2(15) Purpose
119.3(15) Definitions
119.4(15) Program eligibility
119.5(15) Application submittal and review process
119.6(15) Application scoring criteria
119.7(15) Contract administration
119.8(15) Disbursement of funds
119.9(15) Reporting

CHAPTERS 120 to 162
Reserved
PART VI

ADMINISTRATION DIVISION

CHAPTER 163
DIVISION RESPONSIBILITIES

163.1(15) Mission
163.2(15) Structure

CHAPTER 164
Reserved

CHAPTER 165
ALLOCATION OF GROW IOWA VALUES FUND

165.1(15G,83GA,SF344) Purpose
165.2(15G,83GA,SF344) Definitions
165.3(15G,83GA,SF344) Grow Iowa values fund (2009)
165.4(15G,83GA,SF344) Allocation of annual appropriation for grow Iowa values fund

moneys—$50M
165.5(15G,83GA,SF344) Board allocation of other moneys in fund
165.6(15G,83GA,SF344) Annual fiscal year allocations by board
165.7(15) Applicability of the grow Iowa values financial assistance program on or after

July 1, 2012

CHAPTERS 166 to 170
Reserved
PART VII

ADDITIONAL APPLICATION REQUIREMENTS AND PROCEDURES

CHAPTER 171
SUPPLEMENTAL CREDIT OR POINTS

171.1(15A) Applicability
171.2(15A) Brownfield areas, blighted areas and distressed areas
171.3(15A) Good neighbor agreements
171.4(82GA,HF647) Iowa great places agreements

CHAPTER 172
ENVIRONMENTAL LAW COMPLIANCE; VIOLATIONS OF LAW

172.1(15A) Environmental law compliance
172.2(15A) Violations of law
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CHAPTER 173
STANDARD DEFINITIONS

173.1(15) Applicability
173.2(15) Definitions

CHAPTER 174
WAGE, BENEFIT, AND INVESTMENT REQUIREMENTS

174.1(15) Applicability
174.2(15) Qualifying wage threshold calculations
174.3(15) Qualifying wage threshold requirements—prior to July 1, 2009
174.4 Reserved
174.5(15) Qualifying wage threshold requirements—on or after July 1, 2009, and on or

before June 30, 2012
174.6(15) Qualifying wage threshold requirements—effective on or after July 1, 2014
174.7(15) Job obligations
174.8(15) Benefit requirements—prior to July 1, 2009
174.9(15) Sufficient benefits requirement—on or after July 1, 2009
174.10(15) Capital investment, qualifying investment for tax credit programs, and investment

qualifying for tax credits

CHAPTER 175
APPLICATION REVIEW AND APPROVAL PROCEDURES

175.1(15) Applicability
175.2(15) Application procedures for programs administered by the authority
175.3(15) Standard program requirements
175.4(15) Review and approval of applications
175.5(15) Local match requirements for project awards

CHAPTERS 176 to 186
Reserved
PART VIII

LEGAL AND COMPLIANCE

CHAPTER 187
CONTRACTING

187.1(15) Applicability
187.2(15) Contract required
187.3(15) Project completion date and maintenance period completion date
187.4(15) Contract and award amendment approval procedures
187.5(15) Default
187.6(15) Compliance cost fees

CHAPTER 188
CONTRACT COMPLIANCE AND JOB COUNTING

188.1(15) Applicability
188.2(15) Contract compliance
188.3(15) Job counting and tracking
188.4(15) Business’s employment base
188.5(15) Job counting using base employment analysis
188.6(15) Wage determination for contract compliance purposes
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CHAPTER 189
ANNUAL REPORTING

189.1(15) Annual reporting by businesses required (for period ending June 30)
189.2(15) January 31 report by authority to legislature

CHAPTERS 190 to 194
Reserved
PART IX

UNIFORM PROCEDURES: RECORDS, RULE MAKING, DECLARATORY ORDERS, RULE WAIVERS

CHAPTER 195
PUBLIC RECORDS AND FAIR INFORMATION PRACTICES

195.1(17A,22) Statement of policy, purpose and scope of chapter
195.2(17A,22) Definitions
195.3(17A,22) Requests for access to records
195.4(17A,22) Access to confidential records
195.5(17A,22) Requests for treatment of a record as a confidential record and its withholding

from examination
195.6(17A,22) Procedure by which additions, dissents, or objections may be entered into certain

records
195.7(17A,22) Consent to disclosure by the subject of a confidential record
195.8(17A,22) Notice to suppliers of information
195.9(17A,22) Disclosures without the consent of the subject
195.10(17A,22) Routine use
195.11(17A,22) Consensual disclosure of confidential records
195.12(17A,22) Release to subject
195.13(17A,22) Availability of records
195.14(17A,22) Personally identifiable information
195.15(17A,22) Other groups of records

CHAPTER 196
DEPARTMENT PROCEDURE FOR RULE MAKING

196.1(17A) Applicability
196.2(17A) Advice on possible rules before notice of proposed rule adoption
196.3(17A) Public rule-making docket
196.4(17A) Notice of proposed rule making
196.5(17A) Public participation
196.6(17A) Regulatory analysis
196.7(17A,25B) Fiscal impact statement
196.8(17A) Time and manner of rule adoption
196.9(17A) Variance between adopted rule and published notice of proposed rule adoption
196.10(17A) Exemptions from public rule-making procedures
196.11(17A) Concise statement of reasons
196.12(17A) Contents, style, and form of rule
196.13(17A) Department rule-making record
196.14(17A) Filing of rules
196.15(17A) Effectiveness of rules prior to publication
196.16(17A) Review by department of rules
196.17(17A) Written criticisms of department rules
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CHAPTER 197
PETITION FOR RULE MAKING

197.1(17A) Petition for rule making
197.2(17A) Briefs
197.3(17A) Inquiries
197.4(17A) Authority consideration

CHAPTER 198
PETITION FOR DECLARATORY ORDER

198.1(17A) Petition for declaratory order
198.2(17A) Notice of petition
198.3(17A) Intervention
198.4(17A) Briefs
198.5(17A) Inquiries
198.6(17A) Service and filing of petitions and other papers
198.7(17A) Consideration
198.8(17A) Action on petition
198.9(17A) Refusal to issue order
198.10(17A) Contents of declaratory order—effective date
198.11(17A) Copies of orders
198.12(17A) Effect of a declaratory order

CHAPTER 199
UNIFORM WAIVER RULES

199.1(17A,15) Applicability
199.2(17A,15) Director/board discretion
199.3(17A,15) Requester’s responsibilities in filing a waiver petition
199.4(17A,15) Notice
199.5(17A,15) Authority responsibilities regarding petition for waiver
199.6(17A,15) Submission of waiver information
199.7(17A,15) Voiding or cancellation
199.8(17A,15) Violations
199.9(17A,15) Defense
199.10(17A,15) Appeals

PART X
COMMUNITY ATTRACTION AND INVESTMENT PROGRAMS

CHAPTER 200
REINVESTMENT DISTRICTS PROGRAM

200.1(15J) Purpose
200.2(15J) Definitions
200.3(15J) Program overview
200.4(15J) Preapplication process
200.5(15J) Program eligibility and application requirements
200.6(15J) Application scoring and determination of benefits
200.7(15J) Final application and approval process
200.8(15J) Adoption of ordinance and use of funds
200.9(15J) Plan amendments and reporting
200.10(15J) Cessation of deposits, district dissolution, and requests for extension
200.11(15J) Cross reference to department rules

CHAPTERS 201 to 210
Reserved
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CHAPTER 211
COMMUNITY ATTRACTION AND
TOURISM (CAT) PROGRAMS

DIVISION I
GENERAL PROVISIONS

211.1(15F) Purpose
211.2(15F) Definitions
211.3(15F) Forms of assistance
211.4(15F) Eligible applicants
211.5(15F) Eligible projects
211.6(15F) Ineligible projects
211.7(15F) Application requirements
211.8(15F) Application review
211.9(15F) Application procedure
211.10(15F) Administration
211.11 to 211.49 Reserved

DIVISION II
COMMUNITY ATTRACTION AND TOURISM (CAT) FUND

211.50(15F) Applicability
211.51(15F) Allocation of funds
211.52 to 211.100 Reserved

DIVISION III
RIVER ENHANCEMENT COMMUNITY ATTRACTION AND TOURISM (RECAT) FUND

211.101(15F) Applicability
211.102(15F) Application contents

CHAPTER 212
VISION IOWA PROGRAM

212.1(15F) Purpose
212.2(15F) Definitions
212.3(15F) Allocation of funds
212.4(15F) Eligible applicants
212.5(15F) Eligible projects and forms of assistance
212.6(15F) Ineligible projects
212.7(15F) Threshold application requirements
212.8(15F) Application review criteria
212.9(15F) Application procedure
212.10(15F) Administration of awards

CHAPTER 213
ENHANCE IOWA BOARD: UNIFORM WAIVER RULES

213.1(17A,15F) Applicability
213.2(17A,15F) Board discretion
213.3(17A,15F) Requester’s responsibilities in filing a waiver petition
213.4(17A,15F) Notice
213.5(17A,15F) Board responsibilities regarding petition for waiver
213.6(17A,15F) Submission of waiver information
213.7(17A,15F) Voiding or cancellation
213.8(17A,15F) Violations
213.9(17A,15F) Defense
213.10(17A,15F) Appeals
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CHAPTER 214
ENHANCE IOWA BOARD

214.1(15F) Definitions
214.2(15F) Enhance Iowa board
214.3(15F) Authority duties

CHAPTER 215
SPORTS TOURISM PROGRAM: MARKETING FUND

215.1(15F) Definitions
215.2(15F) Eligible applicants
215.3(15F) Eligible marketing projects
215.4(15F) Eligible and ineligible marketing expenses
215.5(15F) Threshold application requirements
215.6(15F) Application process
215.7(15F) Administration

CHAPTER 216
SPORTS TOURISM PROGRAM: INFRASTRUCTURE FUND

216.1(15F) Definitions
216.2(15F) Eligible applicants
216.3(15F) Eligible infrastructure projects
216.4(15F) Eligible and ineligible infrastructure expenses
216.5(15F) Threshold application requirements
216.6(15F) Application process
216.7(15F) Administration

CHAPTERS 217 to 299
Reserved
PART XI
Reserved

CHAPTER 300
Reserved
PART XI

ARTS AND CULTURE

CHAPTER 301
IOWA COMMUNITY CULTURAL GRANTS (ICCG) PROGRAM

301.1(15) Program purpose
301.2(15) Program description
301.3(15) Definitions
301.4(15) Application procedures
301.5(15) Review criteria
301.6(15) Award amounts
301.7(15) Grant deadline
301.8(15) Contractual agreement
301.9(15) Auditing requirements
301.10(15) Informal appeals

CHAPTER 302
CULTURAL LEADERSHIP PARTNERS (CLP) PROGRAM

302.1(15) Purpose
302.2(15) Definitions
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302.3(15) Eligibility
302.4(15) Application procedure
302.5(15) Matching funds
302.6(15) Evaluation team
302.7(15) Application review and selection
302.8(15) Grant administration
302.9(15) Informal appeals

CHAPTER 303
CULTURAL AND ENTERTAINMENT DISTRICTS

303.1(15) Purpose
303.2(15) Definitions
303.3(15) Eligible applicants
303.4(15) Program administration
303.5(15) Selection
303.6(15) Certification
303.7(15) Incentives
303.8(15) Appeals

CHAPTERS 304 to 399
Reserved
PART XII

ENERGY DIVISION

CHAPTER 400
RULES APPLICABLE TO PART XII

400.1(84GA,HF590) Definitions
400.2(84GA,HF590) Purpose, administrative information, and implementation

CHAPTER 401
ADMINISTRATION OF FINANCIAL ASSISTANCE

401.1(84GA,HF590) Purpose
401.2(84GA,HF590) Appropriations
401.3(84GA,HF590) Control of fund assets
401.4(84GA,HF590) Allocation of fund moneys
401.5(84GA,HF590) Eligible applicants
401.6(84GA,HF590) Eligibility criteria for financial assistance
401.7(84GA,HF590) Forms of assistance
401.8(84GA,HF590) Application process
401.9(84GA,HF590) Confidentiality
401.10(84GA,HF590) Contents of full application
401.11(84GA,HF590) Selection criteria
401.12(84GA,HF590) Contract administration

CHAPTER 402
Reserved

CHAPTER 403
IOWA ENERGY CENTER

403.1(15) Purpose
403.2(15) Definitions
403.3(15) Iowa energy center board
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CHAPTER 404
IOWA ENERGY CENTER GRANT PROGRAM

404.1(15) Definitions
404.2(15) Policies and procedures handbook
404.3(15) Eligibility
404.4(15) Funding and award terms
404.5(15) Project budget
404.6(15) Application process and review
404.7(15) Administration

CHAPTER 405
ALTERNATE ENERGY REVOLVING LOAN PROGRAM

405.1(15) Definitions
405.2(15) Loan amounts and terms
405.3(15) Borrowers
405.4(15) Eligible projects
405.5(15) Eligible and ineligible costs
405.6 Reserved
405.7(15) Administration
405.8(15) Applicability after June 30, 2021

CHAPTER 406
ENERGY INFRASTRUCTURE REVOLVING LOAN PROGRAM

406.1(15,476) Definitions
406.2(15,476) Policies and procedures handbook
406.3(15,476) Loan amounts and terms
406.4(15,476) Eligible and ineligible borrowers
406.5(15,476) Eligible and ineligible projects
406.6(15,476) Eligible and ineligible costs
406.7(15,476) Application process
406.8(15,476) Administration
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CHAPTER 16
Reserved

CHAPTER 17
HIGH TECHNOLOGY APPRENTICESHIP PROGRAM

Rescinded IAB 7/4/07, effective 6/15/07

CHAPTER 18
WORK FORCE INVESTMENT PROGRAM

Transferred to 345—Ch 13, IAB 7/17/96, effective 7/1/96, pursuant to 1996 Iowa Acts, Senate File
2409

CHAPTER 19
IOWA JOB TRAINING PARTNERSHIP PROGRAM

Transferred to 345—Ch 14, IAB 7/17/96, effective 7/1/96, pursuant to 1996 Iowa Acts, Senate File
2409.

CHAPTER 20
ACCELERATED CAREER EDUCATION (ACE) PROGRAM
Transferred to 877—Chapter 22, IAC Supplement 11/1/23

https://www.legis.iowa.gov/docs/aco/bulletin/07-04-2007.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/07-17-1996.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/07-17-1996.pdf
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CHAPTER 103
INFORMATION TECHNOLOGY TRAINING PROGRAM
Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22

CHAPTER 104
INNOVATIVE BUSINESSES INTERNSHIP PROGRAM
Transferred to 877—Chapter 23, IAC Supplement 11/1/23

https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
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CHAPTER 109
TARGETED INDUSTRIES CAREER AWARENESS FUND
Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22

CHAPTER 110
STEM INTERNSHIP PROGRAM

Transferred to 877—Chapter 30, IAC Supplement 11/1/23

CHAPTER 111
SUPPLY CHAIN DEVELOPMENT PROGRAM

Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22

https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
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CHAPTERS 217 to 219
Reserved

CHAPTER 220
RURAL HOUSING NEEDS ASSESSMENT GRANT PROGRAM

Transferred to 261—Chapter 28, ARC 6892C, IAB 02/22/23

CHAPTER 221
RURAL INNOVATION GRANT PROGRAM

Transferred to 261—Chapter 29, ARC 6892C, IAB 02/22/23

CHAPTER 222
EMPOWER RURAL IOWA PROGRAM
Transferred to 261—Chapter 30, ARC 6892C, IAB 02/22/23

CHAPTERS 223 to 299
Reserved

PART XI
Reserved

CHAPTER 300
Reserved
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PART XI
ARTS AND CULTURE

CHAPTER 301
IOWA COMMUNITY CULTURAL GRANTS (ICCG) PROGRAM

[Prior to 11/1/23, see Cultural Affairs Department[221] Ch 6]

261—301.1(15) Program purpose. The purpose of the Iowa community cultural grants (ICCG) is to
provide a program of grants to cities, county governments, tribal councils and nonprofit, tax-exempt
community groups to support the development of community programs which provide jobs for local
Iowans while promoting Iowa’s cultural, ethnic, and historical heritages, through the development of
festivals, music, drama, cultural programs, historic restorations, and tourism projects.
[Editorial change: IAC Supplement 11/1/23]

261—301.2(15) Program description. The ICCG program shall operate as a competitive grants
program administered by the authority under the direction of the director or designee. Iowa cities,
county governments, tribal councils and nonprofit, tax-exempt community groups may make application
to the authority which will approve or disapprove all submissions based upon published criteria.
The ICCG program shall provide funding to successful applications, subject to local matching funds
provisions and contractual terms as set forth in an agreement between the authority and any successful
grant recipient.
[Editorial change: IAC Supplement 11/1/23]

261—301.3(15) Definitions. The following definitions shall apply when used in this chapter unless
otherwise noted:

“Advisory committee” means the committee comprised of at least three representatives from across
the state with expertise in the arts, history, and economic development. The advisory committee shall
review each application and make recommendations to the director for funding of eligible projects.

“Application” means an official ICCG application form as provided by the authority.
“Authority” means the Iowa economic development authority.
“Community group” means an Iowa nonprofit, tax-exempt organization which is open to the

general public and established for the promotion and development of one or more of the following
disciplines or activities: the arts, history, culture, ethnicity, historic preservation, tourism, economic
development, festivals, or municipal libraries. “Community group” shall not include a school, college,
university, political party, labor union, state or federal government agency, religious organization,
church, convention, or association of churches operated primarily for religious purposes, or operated,
supervised, controlled or principally supported by a religious organization, church, convention, or
association of churches. “Community group” also shall not include any organization whose primary
purpose is to support any excluded type of organization.

“Director” means the director of the authority, or designee.
“Eligible activity” means a qualified festival; performing, visual, or literary arts project; historic

preservation, museum, tourism, or ethnic heritage project which will enhance Iowa’s cultural climate,
and which will provide jobs for Iowans while serving the general public.

“Eligible applicant” means an incorporated city in Iowa, county government, tribal council, or
an Iowa community group which is federally tax-exempt under United States Internal Revenue Code
Section 501(c)(3) and incorporated under the Iowa nonprofit corporation Act. Iowa community groups
may apply for ICCG funds through a fiscal agent which is federally tax-exempt and otherwise eligible
to apply.

“Fiscal agent” means an organization which meets the definition of eligible applicant, and which
serves as the legal applicant of record, redistributes the funds to the intended receiver, and is responsible
for all published requirements of the ICCG program including contracts, budgets, fiscal records, and
reports.

“Grantee” means any applicant receiving grant funds under the ICCG program.
“ICCG” means the Iowa community cultural grants program as administered by the authority.
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“In-kind contribution”means a noncash contribution provided by a grantee as a part of the grantee’s
matching share of a project.

“Matching funds”means those fundswhich are locally contributed for the specifically funded project
and which, when combined with in-kind contributions, shall equal at least 50 percent or more of the total
project cost. Matching funds shall be provided by the eligible applicant and shall not include any portion
of another authority, Iowa arts council, or state historical society of Iowa grant.

“Proposed project”means an eligible activity for which an eligible applicant has submitted a single
application for funding of a single project.
[ARC 7734B, IAB 5/6/09, effective 6/10/09; Editorial change: IAC Supplement 11/1/23]

261—301.4(15) Application procedures. All ICCG inquiries and correspondence, including the
submission of completed application forms for consideration of funding, shall be addressed to the Iowa
Economic Development Authority, 1963 Bell Avenue, Suite 200, Des Moines, Iowa 50315, telephone
515.348.6200. All applications shall be submitted according to the authority’s published guidelines.
Handwritten, out-of-date, or telefacsimile applications shall not be accepted. All applications submitted
shall be reviewed by the advisory committee, with the advisory committee’s recommendations for
grantees and grant awards being submitted to the director or designee who shall determine final
grantees’ awards to the extent funds are available.
[Editorial change: IAC Supplement 11/1/23]

261—301.5(15) Review criteria. Review criteria shall include the following minimum criteria:
1. The historical, ethnic, cultural, and tourism value and quality of the proposed project;
2. The number and impact of full- and part-time employment for Iowans created by the proposed

project;
3. The degree of collaboration with other interested entities;
4. The financial need of the applicant for the proposed project; and
5. The appropriateness of the project budget.
Additional review criteria are as listed in the published project guidelines.

[Editorial change: IAC Supplement 11/1/23]

261—301.6(15) Award amounts. Grant awards shall be made from $1,000 at a minimum to $25,000 at
a maximum. The director reserves the right not to grant all appropriated funds if there is an insufficient
number of applications submitted to adequately achieve the purposes of the Act as defined in rule
261—301.1(15).
[Editorial change: IAC Supplement 11/1/23]

261—301.7(15) Grant deadline. The authority may establish one or more grant deadlines for the
submission of ICCG applications each year funds are available.
[Editorial change: IAC Supplement 11/1/23]

261—301.8(15) Contractual agreement. The authority and each successful grantee shall enter into a
contractual agreement prior to the expenditure of project-related funds. No grant or matching funds
may be obligated or expended for the project prior to the execution of the contractual agreement by the
authority and the grantee. A grantee must expend all awarded funds within the fiscal year named in the
contractual agreement.
[Editorial change: IAC Supplement 11/1/23]

261—301.9(15) Auditing requirements. The authority reserves the right to request an audit of the
expenditures of any ICCG-funded project at the expense of the grantee and may also require the grantee
to submit copies of expense documentation prior to or in support of a reimbursement claim.
[Editorial change: IAC Supplement 11/1/23]

261—301.10(15) Informal appeals. An informal appeals process shall be made available only to
applicants whose applications were declined on procedural impropriety or error as evidenced by one
or more of the following reasons:

https://www.legis.iowa.gov/docs/aco/arc/7734B.pdf
https://www.legis.iowa.gov/docs/iac/rule/261.301.1.pdf
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1. Application declined on the basis of review criteria other than those appearing in rule or relevant
guidelines;

2. Application declined based on influence of the advisory committee willfully failing to disclose
conflicts of interest;

3. Application declined based upon highly erroneous information provided by staff or advisory
committee members at the time of the review despite the fact that the applicant provided the authority
with accurate and complete information on regulation forms as part of the standard application process.
Incomplete, ineligible, or applications failing to meet the annual deadline are specifically denied any
appeals process. All requests for appeals shall be made in writing and shall be hand-delivered or bear a
U.S. Postal Service postmark within 30 days of notification of the decision. The director shall consider
and rule on the appeal and will notify the appellant in writing of the decision within 30 days from the
receipt of the appeal. The decision of the director is final except as provided for in Iowa Code sections
17A.19 to 17A.20.
[Editorial change: IAC Supplement 11/1/23]

These rules are intended to implement Iowa Code section 15.436 as transferred by 2023 Iowa Acts,
Senate File 514, section 2125.

[Filed emergency 7/29/83—published 8/17/83, effective 7/29/83]
[Filed emergency 7/12/84 after Notice 6/6/84—published 8/1/84, effective 7/12/84]

[Filed emergency after Notice 9/20/85, Notice 7/3/85—published 10/9/85, effective 9/20/85]
[Filed emergency 10/21/86—published 11/19/86, effective 10/21/86]
[Filed emergency 2/20/87—published 3/11/87, effective 2/20/87]

[Filed 12/21/87, Notice 6/3/87—published 1/13/88, effective 2/17/88]
[Filed emergency 8/28/91—published 9/18/91, effective 8/28/91]
[Filed 8/7/96, Notice 7/3/96—published 8/28/96, effective 10/2/96]
[Filed 4/24/02, Notice 3/20/02—published 5/15/02, effective 6/30/02]
[Filed 11/14/07, Notice 10/10/07—published 12/5/07, effective 1/9/08]
[Filed 12/15/08, Notice 11/5/08—published 1/14/09, effective 2/18/09]

[Filed ARC 7734B (Notice ARC 7589B, IAB 2/25/09), IAB 5/6/09, effective 6/10/09]
[Editorial change: IAC Supplement 11/1/23]

https://www.legis.iowa.gov/docs/ico/section/17A.19.pdf
https://www.legis.iowa.gov/docs/aco/arc/7734B.pdf
https://www.legis.iowa.gov/docs/aco/arc/7589B.pdf
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CHAPTER 302
CULTURAL LEADERSHIP PARTNERS (CLP) PROGRAM

[Prior to 11/1/23, see Cultural Affairs Department[221] Ch 8]

261—302.1(15) Purpose. The cultural leadership partners program provides multiyear, general
operating budgetary support to major arts and cultural organizations which demonstrate an exemplary
record of cultural and managerial excellence and community service on a continuing basis to the
citizens of Iowa.
[Editorial change: IAC Supplement 11/1/23]

261—302.2(15) Definitions. As used in these rules, unless the context otherwise requires:
“Application”means a formal request on prescribed forms for funds available through this program.
“Arts organization” means an eligible organization whose primary mission, purpose, and services

are centered in the arts.
“Authority” means the Iowa economic development authority.
“CLP” means the cultural leadership partners program.
“CLP coordinator”means the authority staff member assigned as the primary contact person for the

CLP program.
“Cultural organization” means an eligible organization with a primary mission and purpose that is

cultural in nature; the cultural organization must operate as a museum, botanical center, zoo, or center
for the performing arts.

“Director” means the director of the authority.
“Eligible organization” means an Iowa arts or cultural organization that meets the criteria for

eligibility described in published guidelines. “Eligible organization” shall not include an organization
that uses a fiscal agent or the Iowa nonprofit or federal tax-exempt status of another organization;
an organization that receives general operating support through other programs administered by the
authority or its divisions; a for-profit corporation or business, religious organization, political party, or
national service/professional organization; an agency, department or division of county, state or federal
government, including libraries, parks, and recreation departments; an auditorium, convention center or
similar venue; or an educational institution, organization or PK-12 school, whose primary orientation,
mission and purpose are education and the awarding of academic credits.

“End-of-year report” means a report submitted to the authority following the end of a partner
organization’s operating year, detailing financial, operational, and programming data of the partner
organization.

“Evaluation team” means a team of up to four individuals appointed by the director who have
knowledge and expertise relevant to the arts or cultural applicant organization being evaluated for
acceptance into the CLP program.

“Matching funds” means nonstate and nonfederal funds equal to or in excess of the grant award.
“Partner organization” means any eligible applicant that has been accepted by the director into the

cultural leadership partners program.
[Editorial change: IAC Supplement 11/1/23]

261—302.3(15) Eligibility. Eligibility requirements are according to published program guidelines.
Eligible organizations must meet all eligibility requirements of this program for the applicant’s three
previous operating years prior to the application deadline. Organizations receiving funding through this
program must continue to meet all eligibility requirements annually to continue to receive funding.
[Editorial change: IAC Supplement 11/1/23]

261—302.4(15) Application procedure.
302.4(1) Procedure. All applications shall be submitted on official application forms available from

the authority. Procedures for review of applications are according to published guidelines.
302.4(2) Application deadline. Applications will be accepted from eligible organizations every three

years according to published guidelines.
[Editorial change: IAC Supplement 11/1/23]
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261—302.5(15)Matching funds. Eligible organizations whose cash operating budgets include nonstate
and nonfederal funds equal to or in excess of the grant award shall be determined to havemet thematching
requirements for this program. Grant funds from the department or its divisions shall not be used as
matching funds for this program.
[Editorial change: IAC Supplement 11/1/23]

261—302.6(15) Evaluation team. The director shall appoint an evaluation team of up to four
individuals to review each eligible organization’s application and recommend approval for funding
under the guidelines of this program. The members of the evaluation team shall serve until the review
process for the applicant organization is completed. The evaluation team shall consist of representatives
with knowledge and expertise pertinent to the types of organizations eligible for the cultural leadership
partners program. The committee evaluation team shall be comprised of members who are not
employed by an applicant and who do not serve on a board, council, or commission of an applicant,
with or without compensation.
[Editorial change: IAC Supplement 11/1/23]

261—302.7(15) Application review and selection.
302.7(1) Procedure.
a. Each application shall be screened by the CLP coordinator for eligibility and completeness.

Incomplete or ineligible applications or applications received after the deadline shall not be considered
for funding.

b. The evaluation team shall evaluate all applications eligible for consideration and make
recommendations for funding to the director.

c. Final decisions, certification of grant awards, and acceptance into the CLP program shall be
determined by the director.

302.7(2) Review criteria. Review criteria shall be according to the authority’s published guidelines
and shall include the following at a minimum:

a. Programmatic excellence, leadership and cultural impact;
b. Sound fiscal and managerial practices and administrative stability; and
c. Community outreach and involvement.

[Editorial change: IAC Supplement 11/1/23]

261—302.8(15) Grant administration.
302.8(1) Contracts.
a. Upon certification by the director that an applicant organization is approved to become a CLP

partner, the authority shall enter into a contract with the organization. The contract shall state the dates,
terms, and conditions of the grant award, as well as the amount of the award. When allocating awards
to cultural leadership partners, the director shall first ensure that funds are available to meet obligations
to existing partners before entering into any contracts with new partner organizations.

b. All contracts shall be approved by the director and the legally responsible officer of the partner
organization.

302.8(2) Payments. Payments of the grant award shall be made upon the receipt by the authority of
a signed contract from the partner organization.

302.8(3) Record-keeping and retention requirements.
a. Financial records, supporting documents, and all other records pertinent to the program shall

be retained by the partner organization for three years beyond the grant period.
b. Representatives of the authority and the state auditor’s office shall have access to all books,

documents, account information, or other property belonging to or in use by the partner organization
pertaining to the receipt of funds under this program.

302.8(4) Audits. The recipient of any grant of $25,000 or more in any single grant cycle shall have
conducted an on-site financial compliance audit. This audit shall not be an eligible grant expense.

302.8(5) Reporting requirements. The partner organization shall provide an end-of-year report of
the use of CLP funds which shall be submitted according to a schedule as outlined in the contract.
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302.8(6) Finding of noncompliance. The authority may, for cause, find that a partner organization is
not in compliance with the requirements of this program or the terms of the contract. At the authority’s
discretion, remedies for noncompliance may include suspension or return of grant funds. Reasons for a
finding of noncompliance may include, but are not limited to:

a. The partner organization’s use of funds for activities not permitted under the guidelines of this
program;

b. Failure of the partner organization to return the signed contract in a timely manner;
c. Failure of the partner organization to comply with any applicable state or federal rules,

regulations, or laws; or
d. A violation of the terms of the contract.

[Editorial change: IAC Supplement 11/1/23]

261—302.9(15) Informal appeals.
302.9(1) Eligible applicants or partner organizations may informally appeal a decision of the

authority not to grant CLP funds on any of the following bases:
a. Action was outside of the statutory authority;
b. Decision was influenced by a conflict of interest;
c. Action violated state law, administrative rules, or policy;
d. Insufficient public notice was given; and
e. Alteration of the review and certification processes was detrimental to the applicant.
302.9(2) Informal appeals in writing may be directed to the director within 15 days of the final

certification of the incident. All informal appeals shall be directed to the Director, Iowa Economic
Development Authority, 1963 Bell Avenue, Suite 200, Des Moines, Iowa 50315.

302.9(3) All informal appeals shall contain:
a. Facts of the case;
b. Argument in favor of the appeal; and
c. Remedy sought.
302.9(4) The director shall consider and rule on the informal appeal after receiving all documentation

from the appellant and shall notify the appellant in writing of the decision within 30 days. Decisions by
the director may be appealed through the contested case process as set out in Iowa Code sections 17A.10
to 17A.19.
[Editorial change: IAC Supplement 11/1/23]

These rules are intended to implement Iowa Code section 15.436 as transferred by 2023 Iowa Acts,
Senate File 514, section 2125.

[Filed 11/8/90, Notice 8/8/90—published 11/28/90, effective 1/2/91]
[Filed 4/24/02, Notice 3/20/02—published 5/15/02, effective 6/30/02]
[Filed 11/14/07, Notice 10/10/07—published 12/5/07, effective 1/9/08]

[Editorial change: IAC Supplement 11/1/23]

https://www.legis.iowa.gov/docs/ico/section/17A.10.pdf
https://www.legis.iowa.gov/docs/ico/section/17A.10.pdf
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CHAPTER 303
CULTURAL AND ENTERTAINMENT DISTRICTS

[Prior to 11/1/23, see Cultural Affairs Department[221] Ch 9]

261—303.1(15) Purpose. The purpose of cultural and entertainment districts is to encourage city
and county governments, organizations, businesses, and individuals to enhance the quality of life for
citizens of this state and enrich local economies through developing and sustaining cultural facilities in
a synergetic fashion. Certified cultural and entertainment districts will receive technical assistance from
the authority’s staff, will be eligible for certain incentives, and may have professional services of other
state agencies to draw upon in order to facilitate the local program.
[Editorial change: IAC Supplement 11/1/23]

261—303.2(15) Definitions.
“Authority” means the Iowa economic development authority.
“Certified cultural and entertainment district” means a cultural and entertainment district that has

been certified by the authority pursuant to these rules. A certified cultural and entertainment district must
be a well-defined, compact, contiguous geographic area that includes both residential and commercial
property and a high concentration of cultural facilities. Only certified cultural and entertainment districts
are eligible for the incentives set forth in these rules.

“Cultural and entertainment district”means a well-recognized, labeled, compact mixed-use area in
which a high concentration of cultural facilities serves as the anchor.

“Cultural facilities” are physical and cultural assets that play a vital role in the life and development
of the community and contribute to the public through interpretive, educational, and recreational uses,
including but not limited to museums, libraries, performance halls, studios, galleries, arts-related retail
shops, music or media production houses, arboreta, and artist live/work spaces.

“Director” means the director of the authority.
[Editorial change: IAC Supplement 11/1/23]

261—303.3(15) Eligible applicants. All applicants shall represent a public-private partnership.
303.3(1) Public element of partnership. All cities and counties are eligible to serve as the public

component of the partnership. Two or more cities or counties may apply jointly for certification of a
district that extends across a common boundary.

303.3(2) Private element of partnership. A local community organization (nonprofit or for-profit) is
eligible to serve as the private component of the partnership.
[Editorial change: IAC Supplement 11/1/23]

261—303.4(15) Program administration.
303.4(1) Administering agency. The cultural and entertainment district certification program will be

administered by the authority.
303.4(2) Advisory committee. The director shall appoint a cultural and entertainment district

advisory committee composed of individuals knowledgeable in subjects including but not limited to
historic preservation, arts, tourism, and economic development to advise the director on the various
elements of the program. The advisory committee shall have nine members who serve three-year
staggered terms. At least one member will be a representative from the authority.

303.4(3) Request for proposals (RFP). The authority will distribute a request for proposals that
describes the cultural and entertainment district certification program, outlines eligibility requirements,
and includes an application and a description of the application procedures.

303.4(4) Applications. The authority shall develop and make available a standardized application
pertaining to the certification of cultural and entertainment districts. Applications may be obtained by
contacting the Iowa Economic Development Authority, 1963 Bell Avenue, Suite 200, Des Moines, Iowa
50315; telephone 515.348.6200; www.iowaeda.com.

http://www.iowaeda.com
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303.4(5) Deadline. A completed application shall be returned to the authority, postmarked no later
than the date specified by the authority in the RFP, and shall contain the information requested in the
application.
[Editorial change: IAC Supplement 11/1/23]

261—303.5(15) Selection.
303.5(1) The authority shall establish criteria for the selection of cultural and entertainment districts

for certification. The following factors shall be considered:
a. Management structure.
b. Presence of cultural assets.
c. Level of community support.
d. Local incentives.
e. Plan for developing and sustaining the district.
303.5(2) The director will determine the number of cultural and entertainment districts to be selected

for certification.
303.5(3) Cultural and entertainment districts will be selected for certification on a competitive basis

from the applications received.
303.5(4) Staff review. Applications shall be reviewed by authority staff to ensure compliance with

the program’s administrative rules and guidelines. Applications meeting the requirements shall be
forwarded to the advisory committee.

303.5(5) Advisory committee review. The advisory committee will review applications and make
recommendations to the director.

303.5(6) Final selection. The director shall make final certification decisions. The director reserves
the right to withhold certification if applications submitted do not adequately achieve the purposes of the
cultural and entertainment district certification program.
[Editorial change: IAC Supplement 11/1/23]

261—303.6(15) Certification.
303.6(1) Timing. At least annually, the director will announce the certification of cultural and

entertainment districts. If no new certifications have been issued, the director will so state.
303.6(2) Compliance. Certified cultural and entertainment districts must submit an annual report

to the authority. Continued certification is contingent upon acceptable performance. The authority may
amend, suspend, or terminate certification for reasons that may include, but are not limited to, a consistent
failure to report, a dissolution of the management structure, or a significant deviation from the plan for
cultural development.
[Editorial change: IAC Supplement 11/1/23]

261—303.7(15) Incentives. The authority shall encourage development projects and activities located
in certified cultural and entertainment districts through incentives.

303.7(1) Owners of property located in certified cultural and entertainment districts may request
tax benefits for substantial rehabilitation work on historic buildings. Property owners desiring these tax
benefits shall make application under 223—Chapters 47 and 48 and shall comply with all requirements
therein.

303.7(2) The authority shall provide incentives under cultural grant programs administered by the
authority. Specific incentives may be reflected in the application instructions for each grant program.

303.7(3) Additional incentives may from time to time be offered by the authority, other state
agencies, and other organizations.
[Editorial change: IAC Supplement 11/1/23]

261—303.8(15) Appeals. Eligible applicants may informally appeal a decision of the director not to
certify a cultural and entertainment district on any of the following bases:

1. Action was outside statutory authority;
2. Decision was influenced by a conflict of interest;

https://www.legis.iowa.gov/docs/iac/chapter/223.47.pdf
https://www.legis.iowa.gov/docs/iac/chapter/223.48.pdf
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3. Action violated state law, administrative rule, or written policy;
4. Insufficient public notice was given; and
5. Alteration of the review process was detrimental to the applicant.
Informal appeals shall be submitted in writing within 15 days of the notice of denial. All informal

appeals shall be directed to the Director, Iowa Economic Development Authority, 1963 Bell Avenue,
Suite 200, Des Moines, Iowa 50315. All informal appeals shall contain the facts of the case, argument
in favor of the appeal, and remedy sought.

The director shall consider and rule on the informal appeal after receiving all documentation from
the appellant and shall notify the appellant in writing of the decision within 30 days. Decisions by the
director may be appealed through the contested case process as set out in Iowa Code sections 17A.10 to
17A.19.
[Editorial change: IAC Supplement 11/1/23]

These rules are intended to implement Iowa Code section 15.438 as transferred by 2023 Iowa Acts,
Senate File 514, section 2125.

[Filed 2/26/04, Notice 1/21/04—published 3/17/04, effective 4/21/04]
[Filed 9/9/05, Notice 8/3/05—published 9/28/05, effective 11/2/05]

[Editorial change: IAC Supplement 11/1/23]

https://www.legis.iowa.gov/docs/ico/section/17A.10.pdf
https://www.legis.iowa.gov/docs/ico/section/17A.10.pdf
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CHAPTER 304
Reserved

CHAPTERS 305 to 310
Reserved

CHAPTER 311
RENEWABLE FUEL INFRASTRUCTURE BOARD—ORGANIZATION
Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22; see 21—Ch 13

CHAPTER 312
RENEWABLE FUEL INFRASTRUCTURE PROGRAM FOR

RETAIL MOTOR FUEL SITES
Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22; see 21—Ch 14

CHAPTER 313
RENEWABLE FUEL INFRASTRUCTURE PROGRAM FOR

BIODIESEL TERMINAL GRANTS
Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22; see 21—Ch 15

CHAPTER 314
RENEWABLE FUEL INFRASTRUCTURE PROGRAM ADMINISTRATION

Rescinded ARC 6320C, IAB 5/18/22, effective 6/22/22; see 21—Ch 16

CHAPTERS 315 to 399
Reserved

https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/05-18-2022.pdf
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CHAPTER 4
CONTESTED CASES AND OTHER PROCEEDINGS

[Prior to 11/19/86, Racing Commission[693]]
[Prior to 11/18/87, Racing and Gaming Division[195]]

491—4.1(17A) Scope and applicability. This chapter applies to contested case proceedings conducted
by the racing and gaming commission. The chapter shall also apply to gaming boards’ and board of
stewards’ proceedings and gaming representatives’ actions.

491—4.2(17A) Definitions. Except where otherwise specifically defined by law:
“Board of stewards” means a board established by the administrator to review conduct by

occupational and pari-mutuel licensees that may constitute violations of the rules and statutes relating
to pari-mutuel racing. The administrator may serve as a board of one.

“Commission” means the racing and gaming commission.
“Contested case” means a proceeding defined by Iowa Code section 17A.2(5) and includes any

matter defined as a no factual dispute contested case under Iowa Code section 17A.10A.
“Gaming board”means a board established by the administrator to review conduct by occupational,

excursion gambling boat, gambling structure, sports wagering, fantasy sports contest and gambling game
licensees that may constitute violations of the rules and statutes relating to gaming. The administrator
may serve as a board of one.

“Gaming representative” means an employee of the commission assigned by the administrator
to a licensed pari-mutuel racetrack, excursion gambling boat, or gambling structure to perform the
supervisory and regulatory duties of the commission.

“Issuance”means the date of mailing of a decision or order or date of delivery if service is by other
means unless another date is specified in the order.

“Party”means each person or agency named or admitted as a party or properly seeking and entitled
as of right to be admitted as a party.

“Presiding officer” means the administrative law judge presiding over a contested case hearing or
the commission in cases heard by the commission.

“Proposed decision” means the administrative law judge’s recommended findings of fact,
conclusions of law, decision, and order in a contested case in which the commission did not preside.

“Steward” means a racing official appointed or approved by the commission to perform the
supervisory and regulatory duties relating to pari-mutuel racing.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6895C, IAB 2/22/23, effective
3/29/23]

491—4.3(17A) Time requirements.
4.3(1) In computing any period of time prescribed or allowed by these rules or by an applicable

statute, the day of the act, event or default from which the designated period of time begins to run shall
not be included. The last day of the period so computed shall be included, unless it is a Saturday, Sunday,
or legal holiday, in which event the period runs until the end of the next day which is not a Saturday,
Sunday, or legal holiday. Legal holidays are prescribed in Iowa Code section 4.1(34).

4.3(2) All documents or papers required to be filed with the commission shall be delivered to any
commission office within such time limits as prescribed by law or by rules or orders of the commission.
No papers shall be considered filed until actually received by the commission.

4.3(3) For good cause, the presiding officer may extend or shorten the time to take any action, except
as precluded by statute. Except for good cause stated in the record, before extending or shortening the
time to take any action, the presiding officer shall afford all parties an opportunity to be heard or to file
written arguments.

DIVISION I
GAMING REPRESENTATIVE, GAMING BOARD,

https://www.legis.iowa.gov/docs/ico/section/17A.2.pdf
https://www.legis.iowa.gov/docs/ico/section/17A.10A.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
https://www.legis.iowa.gov/docs/ico/section/4.1.pdf
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AND BOARD OF STEWARDS

491—4.4(99D,99E,99F) Gaming representatives—licensing and regulatory duties.
4.4(1) The gaming representative shall make decisions whether to approve applications for

occupational licenses, in accordance with the rules and statutes.
a. Each decision denying a license for an occupational license shall be in writing. The decision

must contain a brief explanation of the reason for the decision, including a reference to the statute or rule
serving as the basis for the decision.

b. Rescinded IAB 2/5/03, effective 3/12/03.
c. Rescinded IAB 9/29/04, effective 11/3/04.
d. Upon the filing of a timely and perfected appeal, the applicant has the right to a contested case

proceeding, as set forth supra in these rules.
4.4(2) The gaming representative or the administrator’s designee shall monitor, supervise, and

regulate the activities of occupational, pari-mutuel racetrack, sports wagering, fantasy sports contest,
gambling game, excursion gambling boat, and gambling structure licensees. A gaming representative or
the administrator’s designee may investigate any questionable conduct by a licensee for any violation of
the rules or statutes. A gaming representative or the administrator’s designee may refer an investigation
to the gaming board upon suspicion that a licensee or nonlicensee has committed a violation of the
rules or statutes.

a. A gaming representative shall make a referral to the gaming board in writing. The referral
shall make reference to rules or statutory provisions at issue and provide a factual basis supporting the
violation.

b. The gaming representative making the referral to the gaming board, or a designee of the gaming
board, shall appear before the gaming board at the hearing to provide any information requested by the
board.

4.4(3) A gaming representative or the administrator’s designee shall summarily suspend an
occupational license when a licensee has been formally arrested or charged with a crime that would
disqualify the licensee, if convicted, from holding a license and the gaming representative or the
administrator’s designee determines that the licensee poses an immediate danger to the public health,
safety, or welfare of the patrons, participants, or animals associated with a facility licensed under Iowa
Code chapter 99D, 99E or 99F. Upon proof of resolution of a disqualifying criminal charge or formal
arrest, regardless of summary suspension of a license, the gaming representative shall take one of the
following courses of action:

a. If the license was summarily suspended and the charges are dismissed or the licensee is
acquitted of the charges, the gaming representative shall reinstate the license.

b. If the licensee is convicted of the charges, the gaming representative shall deny the license.
c. If the licensee is convicted of a lesser charge, it is at the discretion of the gaming representative

whether to reinstate or deny the license pursuant to 491—Chapter 6.
4.4(4) The gaming representative shall revoke the license of a person reported to the commission as

having refused drug testing or as having a confirmed positive drug test result for a controlled substance,
for a drug test conducted pursuant to Iowa Code section 730.5 or 99F.4(20).

4.4(5) A gaming representative may eject and exclude any person from the premises of a pari-mutuel
racetrack, excursion gambling boat, or gambling structure for any reason justified by the rules or statutes.
The gaming representative may provide notice of ejection or exclusion orally or in writing. The gaming
representative may define the scope of the exclusion to any degree necessary to protect the integrity
of racing and gaming in Iowa. The gaming representative may exclude the person for a certain or an
indefinite period of time.

4.4(6) The gaming representative may forbid any person from continuing to engage in an activity
the representative feels is detrimental to racing or gaming until resolved.

4.4(7) The gaming representative shall have other powers and duties set forth in the statutes and
rules, and as assigned by the administrator.

https://www.legis.iowa.gov/docs/aco/bulletin/02-05-2003.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/09-29-2004.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99E.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/iac/chapter/491.6.pdf
https://www.legis.iowa.gov/docs/ico/section/730.5.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
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4.4(8) A gaming representative may summarily suspend an occupational licensee in accordance with
rule 491—4.47(17A).
[ARC 8029B, IAB 8/12/09, effective 9/16/09; ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective
5/13/20]

491—4.5(99D,99E,99F) Gaming board—duties. The gaming board conducts informal hearings
whenever the board has reasonable cause to believe that a licensee, an occupational licensee, or other
persons have committed an act or engaged in conduct which is in violation of statute or commission
rules. The hearings precede a contested case hearing and are investigative in nature. The following
procedures will apply:

4.5(1) The gaming board shall consist of three gaming representatives, as assigned by the
administrator. The administrator has the discretion to create more than one gaming board, to set terms
for gaming board members, to assign alternates, and to make any decisions necessary for the efficient
and effective operation of the gaming board. A gaming representative who has made a referral to the
gaming board shall not sit on the board that makes a decision on the referral.

4.5(2) The administrator may designate an employee to act as gaming board coordinator. The
gaming board coordinator shall have the power to assist and advise the gaming board through all aspects
of the gaming board hearing process. The gaming board coordinator may review any referral from
gaming representatives prior to setting the matter for hearing before the gaming board. The gaming
board coordinator, in consultation with the administrator or the administrator’s designee, may return
the referral to the initiating gaming representative if the information provided appears insufficient to
establish a violation. The gaming board coordinator shall otherwise assist the gaming board in setting
the matter for hearing.

4.5(3) The gaming board, upon receipt of a referral, may review the referral prior to the hearing.
The gaming board may return a referral to the initiating gaming representative on its own motion prior
to hearing if the information provided appears insufficient to establish a violation.

4.5(4) Upon finding of reasonable cause, the board shall schedule a hearing to which the license
holder shall be summoned for the purpose of investigating suspected or allegedmisconduct by the license
holder, at which all board members or their appointed representatives shall be present in person or by
teleconference. The license holder may request a continuance for good cause in writing not less than
24 hours prior to the hearing except in cases of unanticipated emergencies. The continuance need not
necessarily stay any intermediate sanctions.

4.5(5) The notice of hearing given to the license holder shall give adequate notice of the time, place
and purpose of the board’s hearing and shall specify by number the statutes or rules allegedly violated.
If a license holder, after receiving adequate notice of a board meeting, fails to appear as summoned, the
license holder will be deemed to have waived any right to appear and present evidence to the board.

4.5(6) The gaming board has complete and total authority to decide all issues concerning the process
of the hearing. The gaming board shall recognize witnesses and either question the witnesses or allow
them to give a narrative account of the facts relevant to the case. The gaming board has the right to request
witnesses or additional documents that have not been submitted by the initiating gaming representative.
The licensee has no right to present testimony, cross-examine witnesses, make objections, or present
argument, unless specifically authorized by the gaming board.

4.5(7) It is the duty and obligation of every licensee to make full disclosure at a hearing before the
board of any knowledge possessed regarding the violation of any rule, regulation or law concerning
racing and gaming in Iowa. No person may refuse to testify before the board at any hearing on any
relevant matter within the authority of the board, except in the proper exercise of a legal privilege. No
person shall falsely testify before the board.

4.5(8) Persons who are not holders of a license or occupational license and who have allegedly
violated commission rules or statute, or whose presence at a licensed facility is allegedly undesirable,
are subject to the authority of the board and to any penalties, as set forth in rule 491—4.7(99D,99F).

4.5(9) The gaming board has the power to interpret the rules and to decide all questions not
specifically covered by them. The board has the power to determine all questions arising with reference

https://www.legis.iowa.gov/docs/iac/rule/491.4.47.pdf
https://www.legis.iowa.gov/docs/aco/arc/8029B.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.7.pdf
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to the conduct of gaming, and the authority to decide any question or dispute relating to racing or
gaming in compliance with rules promulgated by the commission or policies approved for licensees,
and persons participating in licensed racing or gaming agree in so doing to recognize and accept that
authority. The board may also suspend the license of any license holder when the board has reasonable
cause to believe that a violation of law or rule has been committed and that the continued performance
of that individual in a licensed capacity would be injurious to the best interests of racing or gaming.

4.5(10) The gaming board shall enter a written decision after each hearing. The decision shall find
whether there is a violation of the rules or statutes and, if so, shall briefly set forth the legal and factual
basis for the finding. The decision shall also establish a penalty for any violation. The gaming board has
the authority to impose any penalty as set forth in these rules.

4.5(11) Rescinded IAB 9/29/04, effective 11/3/04.
4.5(12) Upon the filing of a timely and perfected appeal, the licensee has the right to a contested

case proceeding, as set forth supra in these rules.
4.5(13) Informal settlements. A licensee may enter into a written stipulation representing an

informed mutual consent with a gaming representative. This stipulation must specifically outline the
violation and the penalty imposed. Stipulations must be approved by the gaming board. Stipulations
are considered final agency action and cannot be appealed.
[ARC 2927C, IAB 2/1/17, effective 3/8/17; ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—4.6(99D,99F) Stewards—licensing and regulatory duties.
4.6(1) The stewards shall make decisions whether to approve applications for occupational licenses,

in accordance with the rules and statutes.
a. Each decision denying an application for an occupational license shall be in writing. The

decision must contain a brief explanation of the reason for the decision, including a reference to the
statute or rule serving as the basis for the decision.

b. Rescinded IAB 2/5/03, effective 3/12/03.
c. An applicant for an occupational license may appeal a decision denying the application. An

appeal must be made in writing to the office of the stewards or the commission’s office in Des Moines.
The appeal must be received within 72 hours of service of the decision. The appeal must contain
numbered paragraphs and set forth the name of the person seeking review, the decision to be reviewed,
separate assignments of error, clear and concise statement of relevant facts, reference to applicable
statutes, rules or other authority, prayer setting forth relief sought and signature, name, address, and
telephone number of the person seeking review or that person’s representative, or shall be on a form
prescribed by the commission.

d. Upon the filing of a timely and perfected appeal, the applicant has the right to a contested case
proceeding, as set forth supra in these rules.

4.6(2) The stewards shall monitor, supervise, and regulate the activities of occupational and
pari-mutuel racetrack licensees. A steward may investigate any questionable conduct by a licensee for
any violation of the rules or statutes. Any steward may refer an investigation to the board of stewards
upon suspicion that a licensee or nonlicensee has committed a violation of the rules or statutes.

4.6(3) A steward shall summarily suspend an occupational license when a licensee has been
formally arrested or charged with a crime that would disqualify the licensee, if convicted, from holding
a license and the steward determines that the licensee poses an immediate danger to the public health,
safety, or welfare of the patrons, participants, or animals associated with a facility licensed under Iowa
Code chapter 99D or 99F. Upon proof of resolution of a disqualifying criminal charge or formal arrest,
regardless of summary suspension of a license, the stewards shall take one of the following courses of
action:

a. If the license was summarily suspended and the charges are dismissed or the licensee is
acquitted of the charges, the stewards shall reinstate the license.

b. If the licensee is convicted of the charges, the stewards shall deny the license.
c. If the licensee is convicted of a lesser charge, it is at the discretion of the stewards whether to

reinstate or deny the license pursuant to 491—Chapter 6.

https://www.legis.iowa.gov/docs/aco/bulletin/09-29-2004.pdf
https://www.legis.iowa.gov/docs/aco/arc/2927C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/02-05-2003.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/iac/chapter/491.6.pdf
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4.6(4) The stewards may summarily suspend an occupational license in accordance with rule
491—4.47(17A).

4.6(5) Hearings before the board of stewards intended to implement Iowa Code section 99D.7(13)
shall be conducted under the following parameters:

a. Upon finding of reasonable cause, the board shall schedule a hearing to which the license holder
shall be summoned for the purpose of investigating suspected or allegedmisconduct by the license holder.
The license holder may request a continuance in writing for good cause not less than 24 hours prior to
the hearing except in cases of unanticipated emergencies. The continuance need not necessarily stay any
intermediate sanctions.

b. The notice of hearing given to the license holder shall give adequate notice of the time, place
and purpose of the board’s hearing and shall specify by number the statutes or rules allegedly violated.
If a license holder, after receiving adequate notice of a board meeting, fails to appear as summoned, the
license holder will be deemed to have waived any right to appear and present evidence to the board.

c. The board has complete and total authority to decide the process of the hearing. The
administrator may designate an employee to assist and advise the board of stewards through all aspects
of the hearing process. The board shall recognize witnesses and either question the witnesses or allow
them to give a narrative account of the facts relevant to the case. The board may request additional
documents or witnesses before making a decision. The licensee has no right to present testimony,
cross-examine witnesses, make objections, or present argument, unless specifically authorized by the
board.

d. It is the duty and obligation of every licensee to make full disclosure at a hearing before the
board of any knowledge possessed regarding the violation of any rule, regulation or law concerning
racing and gaming in Iowa. No person may refuse to testify before the board at any hearing on any
relevant matter within the authority of the board, except in the proper exercise of a legal privilege. No
person shall falsely testify before the board.

e. Persons who are not holders of a license or occupational license andwho have allegedly violated
commission rules or statute, or whose presence at a track is allegedly undesirable, are subject to the
authority of the board and to any penalties, as set forth in rule 491—4.7(99D,99F).

f. The board of stewards has the power to interpret the rules and to decide all questions not
specifically covered by them. The board of stewards has the power to determine all questions arising with
reference to the conduct of racing, and the authority to decide any question or dispute relating to racing
in compliance with rules promulgated by the commission or policies approved for licensees, and persons
participating in licensed racing or gaming agree in so doing to recognize and accept that authority. The
board may also suspend the license of any license holder when the board has reasonable cause to believe
that a violation of law or rule has been committed and that the continued performance of that individual
in a licensed capacity would be injurious to the best interests of racing or gaming.

g. The board of stewards shall enter a written decision after each hearing. The decision shall state
whether there is a violation of the rules or statutes and, if so, shall briefly set forth the legal and factual
basis for the finding. The decision shall also establish a penalty for any violation. The board of stewards
has the authority to impose any penalty, as set forth in these rules.

h. Rescinded IAB 9/29/04, effective 11/3/04.
i. Upon the filing of a timely and perfected appeal, the licensee has the right to a contested case

proceeding, as set forth supra in these rules.
4.6(6) A steward may eject and exclude any person from the premises of a pari-mutuel racetrack,

excursion gambling boat, or gambling structure for any reason justified by the rules or statutes. The
steward may provide notice of ejection or exclusion orally or in writing. The steward may define the
scope of the exclusion to any degree necessary to protect the integrity of racing and gaming in Iowa. The
steward may exclude the person for a certain or indefinite period of time.

4.6(7) The stewards shall have other powers and duties set forth in the statutes and rules, and as
assigned by the administrator.

4.6(8) Informal settlements. A licensee may enter into a written stipulation representing an informed
mutual consent with the stewards. This stipulation must specifically outline the violation and the penalty

https://www.legis.iowa.gov/docs/iac/rule/491.4.47.pdf
https://www.legis.iowa.gov/docs/ico/section/99D.7.pdf
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imposed. Stipulations must be approved by the board of stewards. Stipulations are considered final
agency action and cannot be appealed.
[ARC 8029B, IAB 8/12/09, effective 9/16/09]

491—4.7(99D,99E,99F) Penalties (gaming board and board of stewards). All penalties imposed will
be promptly reported to the commission and facility or other licensed entity in writing. The board may
impose one or more of the following penalties: eject and exclude an individual from a facility; revoke a
license; suspend a license for up to five years from the date of the original suspension; place a license on
probation; deny a license; impose a fine; or order a redistribution of a racing purse or the payment of or
the withholding of a gaming payout. The board of stewards may impose a fine of up to $1,000, and the
gaming board may impose a fine of up to $3,000. The board may set the dates for which the suspension
must be served. The board may also suspend the license of any person currently under suspension or in
bad standing in any other state or jurisdiction by a state racing or gaming commission. If the punishment
so imposed is not sufficient, in the opinion of the board, the board shall so report to the commission.

4.7(1) Fines shall be paid within ten calendar days of receipt of the ruling, by the end of business
hours, at any commission office. Nonpayment or late payment of a fine may result in an immediate
license suspension. All fines are to be paid by the individual assessed the fine.

4.7(2) If the fine is appealed to the board, the appeals process will not stay the fine. The fine will be
due as defined in subrule 4.7(1).

4.7(3) If the party is successful in the appeal, the amount of the fine will be refunded to the party as
soon as possible after the date the decision is rendered.

4.7(4) Refunds due under subrule 4.7(3) will be mailed to the party’s current address on record.
4.7(5) When a racing animal or the holder of an occupational license is suspended by the board at one

location, the suspension shall immediately become effective at all other facilities under the jurisdiction
of the commission.
[ARC 9987B, IAB 2/8/12, effective 3/14/12; ARC 1456C, IAB 5/14/14, effective 6/18/14; ARC 4618C, IAB 8/28/19, effective
7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6895C, IAB 2/22/23, effective 3/29/23]

491—4.8(99D,99E,99F) Effect of another jurisdiction’s order. The commission or board may take
appropriate action against a license holder or other person who has been excluded from a track or gaming
establishment in another jurisdiction to exclude that person from any track or gaming establishment
under the commission’s jurisdiction. Proceedings shall be conducted in the samemanner as prescribed by
these rules for determining misconduct on Iowa tracks or in gaming establishments and shall be subject
to the same appeal procedures.

The commission and stewards shall have discretion to honor rulings from other jurisdictions
regarding license suspension or revocation or the eligibility of contestants. Whenever the commission
decides to honor an order from another jurisdiction, the commission representatives shall schedule
a hearing at which the licensee shall be required to show cause as to why the license should not be
suspended or revoked.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—4.9(99D,99E,99F) Service of administrative actions. Any administrative action taken against an
applicant or occupational licensee shall be served on the applicant or occupational licensee by personal
service or by certified mail with return receipt requested to the last-known address on the application.

4.9(1) If the applicant or licensee is represented by legal counsel, a copy of the written decision shall
also be provided to legal counsel by regular mail. However, the applicant or licensee must still be served
in accordance with this rule.

4.9(2) If the administrative action involves an alleged medication violation that could result in
disqualification of a contestant, the stewards shall provide by regular mail notice of the hearing and all
subsequent rulings to the owner of the contestant.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—4.10(99D,99E,99F) Appeals of administrative actions. A license applicant or an occupational
licensee may appeal a denial, suspension or ruling. An appeal must be made in writing to the office of the

https://www.legis.iowa.gov/docs/aco/arc/8029B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9987B.pdf
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https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
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gaming representative or the commission office in DesMoines. An appeal may also be filed by facsimile,
electronic mail, or any other method as determined by the administrator. The appeal must be received
within 72 hours of service of the decision and is not considered filed until received by the commission.
For any appeal of a decision rendered pursuant to 491—paragraph 10.4(4)“d”(3)“1,” the appeal must
be received within 72 hours of any such decision and the standard of review will be abuse of discretion.
The appeal must contain numbered paragraphs and set forth the name of the person seeking review; the
decision to be reviewed; separate assignments of error; clear and concise statement of relevant facts;
reference to applicable statutes, rules or other authority; prayer setting forth relief sought; and signature,
name, address, and telephone number of the person seeking review or that person’s representative; or
shall be on a form prescribed by the commission. If a licensee is granted a stay of a suspension pursuant
to 491—4.45(17A) and the ruling is upheld in a contested case proceeding, the board of stewards may
reassign the dates of suspension so that the suspension dates are served in the state of Iowa.
[ARC 0734C, IAB 5/15/13, effective 6/19/13; see Delay note at end of chapter; ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC
5016C, IAB 4/8/20, effective 5/13/20]

491—4.11 to 4.19 Reserved.

DIVISION II
CONTESTED CASES

491—4.20(17A) Requests for contested case proceedings not covered in Division I. Any person or
entity claiming an entitlement to a contested case proceeding, which is not otherwise covered by the
procedures set forth in Division I, shall file a written request for such a proceeding within the time
specified by the particular rules or statutes governing the subject matter or, in the absence of such law,
the time specified in the commission action in question.

The request for a contested case proceeding should state the name and address of the requester,
identify the specific commission action which is disputed and, if the requester is represented by a lawyer,
identify the provisions of law or precedent requiring or authorizing the holding of a contested case
proceeding in the particular circumstances involved, and include a short and plain statement of the issues
of material fact in dispute.

491—4.21(17A) Notice of hearing.
4.21(1) Delivery. Delivery of the notice of hearing constitutes the commencement of the contested

case proceeding. Delivery may be executed by:
a. Personal service as provided in the Iowa Rules of Civil Procedure; or
b. Certified mail, return receipt requested; or
c. First-class mail; or
d. Publication, as provided in the Iowa Rules of Civil Procedure.
4.21(2) Contents. The notice of hearing shall contain the following information:
a. A statement of the time, place, and nature of the hearing;
b. A statement of the legal authority and jurisdiction under which the hearing is to be held;
c. A reference to the particular sections of the statutes and rules involved;
d. A short and plain statement of the matters asserted. If the commission or other party is unable to

state the matters in detail at the time the notice is served, the initial notice may be limited to a statement
of the issues involved. Thereafter, upon application, a more definite and detailed statement shall be
furnished;

e. Identification of all parties including the name, address and telephone number of the person
who will act as advocate for the commission or the state and of parties’ counsel where known;

f. Reference to the procedural rules governing conduct of the contested case proceeding;
g. Reference to the procedural rules governing informal settlement;
h. Identification of the presiding officer, if known. If not known, a description of who will serve as

presiding officer (e.g., agency head, members of multimembered agency head, administrative law judge
from the department of inspections, appeals, and licensing); and

https://www.legis.iowa.gov/docs/iac/rule/491.10.4.pdf
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i. Notification of the time period in which a party may request, pursuant to Iowa Code section
17A.11(1)“a” and rule 491—4.22(17A), that the presiding officer be an administrative law judge.
[Editorial change: IAC Supplement 11/1/23]

491—4.22(17A) Presiding officer. Contested case hearings may be heard directly by the commission.
The commission, or the administrator, shall decide whether it will hear the appeal or whether the appeal
will be heard by an administrative law judge who shall serve as the presiding officer. When the appeal
is heard by an administrative law judge, the administrative law judge is authorized to issue a proposed
decision.

4.22(1) Any party who wishes to request that the presiding officer assigned to render a proposed
decision be an administrative law judge employed by the department of inspections, appeals, and
licensing must file a written request within 20 days after service of a notice of hearing which identifies
or describes the presiding officer as the commission chair, members of the commission or commission
employees.

4.22(2) The administrator may deny the request only upon a finding that one or more of the following
apply:

a. Neither the administrator nor any officer of the commission under whose authority the contested
case is to take place is a named party to the proceeding or a real party in interest to that proceeding.

b. There is a compelling need to expedite issuance of a final decision in order to protect the public
health, safety, or welfare.

c. The case involves significant policy issues of first impression that are inextricably intertwined
with the factual issues presented.

d. The demeanor of the witnesses is likely to be dispositive in resolving the disputed factual issues.
e. Funds are unavailable to pay the costs of an administrative law judge and an interagency appeal.
f. The request was not timely filed.
g. The request is not consistent with a specified statute.
4.22(3) The administrator shall issue a written ruling specifying the grounds for the decision within

20 days after a request for an administrative law judge is filed.
4.22(4) An administrative law judge assigned to act as presiding officer in a contested case shall

have a Juris Doctor degree unless waived by the agency.
4.22(5) Except as provided otherwise by rules 491—4.41(17A) and 491—4.42(17A), all rulings by

an administrative law judge acting as presiding officer are subject to appeal to the commission. A party
must seek any available intra-agency appeal in order to exhaust adequate administrative remedies.

4.22(6) Unless otherwise provided by law, the commission, when reviewing a proposed decision
upon intra-agency appeal, shall have the powers of and shall comply with the provisions of this chapter
which apply to presiding officers.
[ARC 6895C, IAB 2/22/23, effective 3/29/23; Editorial change: IAC Supplement 11/1/23]

491—4.23(17A) Waiver of procedures. Unless otherwise precluded by law, the parties in a contested
case proceeding may waive any provision of this chapter. However, the commission in its discretion
may refuse to give effect to such a waiver when it deems the waiver to be inconsistent with the public
interest.

491—4.24(17A) Telephone proceedings. The presiding officer may resolve preliminary procedural
motions by telephone conference in which all parties have an opportunity to participate. Other
telephone proceedings may be held with the consent of all parties. The presiding officer will determine
the location of the parties and witnesses for telephone hearings. The convenience of the witnesses or
parties, as well as the nature of the case, will be considered when location is chosen.

491—4.25(17A) Disqualification.
4.25(1) A presiding officer or other person shall withdraw from participation in the making of any

proposed or final decision in a contested case if that person:
a. Has a personal bias or prejudice concerning a party or a representative of a party;

https://www.legis.iowa.gov/docs/ico/section/17A.11.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.22.pdf
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b. Has personally investigated, prosecuted or advocated in connection with that case, the specific
controversy underlying that case, another pending factually related contested case, or a pending factually
related controversy that may culminate in a contested case involving the same parties;

c. Is subject to the authority, direction or discretion of any person who has personally investigated,
prosecuted or advocated in connection with that contested case, the specific controversy underlying that
contested case, or a pending factually related contested case or controversy involving the same parties;

d. Has acted as counsel to any person who is a private party to that proceeding within the past two
years;

e. Has a personal financial interest in the outcome of the case or any other significant personal
interest that could be substantially affected by the outcome of the case;

f. Has a spouse or relative within the third degree of relationship that:
(1) Is a party to the case, or an officer, director or trustee of a party;
(2) Is a lawyer in the case;
(3) Is known to have an interest that could be substantially affected by the outcome of the case; or
(4) Is likely to be a material witness in the case; or
g. Has any other legally sufficient cause to withdraw from participation in the decision making in

that case.
4.25(2) The term “personally investigated” means taking affirmative steps to interview witnesses

directly or to obtain documents or other information directly. The term “personally investigated” does
not include general direction and supervision of assigned investigators, unsolicited receipt of information
which is relayed to assigned investigators, review of another person’s investigative work product in the
course of determining whether there is probable cause to initiate a proceeding, or exposure to factual
information while performing other commission functions, including fact gathering for purposes other
than investigation of the matter which culminates in a contested case. Factual information relevant to
the merits of a contested case received by a person who later serves as presiding officer in that case shall
be disclosed if required by Iowa Code section 17A.17 and subrules 4.25(3) and 4.39(9).

4.25(3) In a situation where a presiding officer or other person knows of information which might
reasonably be deemed to be a basis for disqualification and decides voluntary withdrawal is unnecessary,
that person shall submit the relevant information for the record by affidavit and shall provide for the
record a statement of the reasons for the determination that withdrawal is unnecessary.

4.25(4) If a party asserts disqualification on any appropriate ground, including those listed in subrule
4.25(1), the party shall file a motion supported by an affidavit pursuant to Iowa Code section 17A.17(7).
The motion must be filed as soon as practicable after the reason alleged in the motion becomes known
to the party. If, during the course of the hearing, a party first becomes aware of evidence of bias or other
grounds for disqualification, the party may move for disqualification but must establish the grounds by
the introduction of evidence into the record.

If the presiding officer determines that disqualification is appropriate, the presiding officer or other
person shall withdraw. If the presiding officer determines that withdrawal is not required, the presiding
officer shall enter an order to that effect. A party asserting disqualification may seek an interlocutory
appeal under rule 491—4.41(17A) and seek a stay under rule 491—4.45(17A).

491—4.26(17A) Consolidation—severance.
4.26(1) Consolidation. The presiding officer may consolidate any or all matters at issue in two or

more contested case proceedings where (a) the matters at issue involve common parties or common
questions of fact or law; (b) consolidation would expedite and simplify consideration of the issues
involved; and (c) consolidation would not adversely affect the rights of any of the parties to those
proceedings.

4.26(2) Severance. The presiding officer may, for good cause shown, order any contested case
proceedings or portions thereof severed.

491—4.27(17A) Pleadings.
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4.27(1) Pleadings, other than the notice of appeal, will not be required in appeals from a licensing
decision by a gaming representative, gaming board, or board of stewards. However, pleadings may be
required in other contested cases or as ordered by the presiding officer.

4.27(2) Petition.
a. Any petition required in a contested case proceeding shall be filed within 20 days of delivery

of the notice of hearing or subsequent order of the presiding officer, unless otherwise ordered.
b. A petition shall state in separately numbered paragraphs the following:
(1) The persons or entities on whose behalf the petition is filed;
(2) The particular provisions of statutes and rules involved;
(3) The relief demanded and the facts and law relied upon for such relief; and
(4) The name, address and telephone number of the petitioner and the petitioner’s attorney, if any.
4.27(3) Answer. An answer shall be filed within 20 days of service of the petition unless otherwise

ordered. A party may move to dismiss or apply for a more definite and detailed statement when
appropriate.

An answer shall show on whose behalf it is filed and specifically admit, deny, or otherwise answer
all material allegations of the pleading to which it responds. It shall state any facts deemed to show an
affirmative defense and contain as many additional defenses as the pleader may claim.

An answer shall state the name, address and telephone number of the person filing the answer, the
person or entity on whose behalf it is filed, and the attorney representing that person, if any.

Any allegation in the petition not denied in the answer is considered admitted. The presiding officer
may refuse to consider any defense not raised in the answer that could have been raised on the basis of
facts known when the answer was filed if any party would be prejudiced.

4.27(4) Amendment. Any notice of appeal, notice of hearing, petition, or other charging document
may be amended before a responsive pleading has been filed. Amendments to pleadings after a
responsive pleading has been filed and to an answer may be allowed with the consent of the other
parties or in the discretion of the presiding officer who may impose terms or grant a continuance.

491—4.28(17A) Service and filing of pleadings and other papers.
4.28(1) When service required. Except where otherwise provided by law, every pleading, motion,

document, or other paper filed in a contested case proceeding and every paper relating to discovery in
such a proceeding shall be served upon each of the parties of record to the proceeding, including the
person designated as advocate or prosecutor for the state or the commission, simultaneously with their
filing. Except for the original notice of hearing and an application for rehearing as provided in Iowa
Code section 17A.16(2), the party filing a document is responsible for service on all parties.

4.28(2) Service—how made. Service upon a party represented by an attorney shall be made upon
the attorney unless otherwise ordered. Service is made by delivery or by mailing a copy to the person’s
last-known address. Service by mail is complete upon mailing, except where otherwise specifically
provided by statute, rule, or order.

4.28(3) Filing—when required. After the notice of hearing, all pleadings, motions, documents or
other papers in a contested case proceeding shall be filed with the commission at 1300 Des Moines
Street, Suite 100, Des Moines, Iowa 50309. All pleadings, motions, documents or other papers that are
required to be served upon a party shall be filed simultaneously with the commission.

4.28(4) Filing—when made. Except where otherwise provided by law, a document is deemed filed
at the time it is delivered to the commission office at 1300 Des Moines Street, Suite 100, Des Moines,
Iowa 50309, delivered to an established courier service for immediate delivery to that office, or mailed
by first-class mail or state interoffice mail to that office, so long as there is proof of mailing.

4.28(5) Proof of mailing. Proof of mailing includes either: a legible United States Postal Service
postmark on the envelope, a certificate of service, a notarized affidavit, or a certification in substantially
the following form:
I certify under penalty of perjury and pursuant to the laws of Iowa that, on (date of mailing),
I mailed copies of (describe document) addressed to the (agency office and address) and to the

https://www.legis.iowa.gov/docs/ico/section/17A.16.pdf
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names and addresses of the parties listed below by depositing the same in (a United States post
office mailbox with correct postage properly affixed or state interoffice mail).
(Date) (Signature)

[ARC 0734C, IAB 5/15/13, effective 6/19/13]

491—4.29(17A) Discovery.
4.29(1) Discovery procedures applicable in civil actions are applicable in contested cases. Unless

lengthened or shortened by these rules or by order of the presiding officer, time periods for compliance
with discovery shall be as provided in the Iowa Rules of Civil Procedure.

4.29(2) Any motion relating to discovery shall allege that the moving party has previously made a
good-faith attempt to resolve the discovery issues involved with the opposing party. Motions in regard to
discovery shall be ruled upon by the presiding officer. Opposing parties shall be afforded the opportunity
to respond within ten days of the filing of the motion unless the time is shortened as provided in subrule
4.29(1). The presiding officer may rule on the basis of the written motion and any response, or may order
argument on the motion.

4.29(3) Evidence obtained in discoverymay be used in the contested case proceeding if that evidence
would otherwise be admissible in that proceeding.

491—4.30(17A) Subpoenas.
4.30(1) Issuance.
a. A commission subpoena shall be issued to a party on request. Such a request must be in writing.

In the absence of good cause for permitting later action, a request for a subpoena must be received at
least three days before the scheduled hearing. The request shall include the name, address, and telephone
number of the requesting party.

b. Except to the extent otherwise provided by law, parties are responsible for service of their own
subpoenas and payment of witness fees and mileage expenses.

4.30(2) Motion to quash or modify. The presiding officer may quash or modify a subpoena for any
lawful reason upon motion in accordance with the Iowa Rules of Civil Procedure. A motion to quash or
modify a subpoena shall be set for argument promptly.

491—4.31(17A) Motions.
4.31(1) No technical form for motions is required. However, prehearing motions must be in writing,

state the grounds for relief, and state the relief sought.
4.31(2) Any party may file a written response to a motion within ten days after the motion is served,

unless the time period is extended or shortened by rules of the commission or the presiding officer. The
presiding officer may consider a failure to respond within the required time period in ruling on a motion.

4.31(3) The presiding officer may schedule oral argument on any motion.
4.31(4) Motions pertaining to the hearing, except motions for summary judgment, must be filed and

served at least ten days prior to the date of hearing unless there is good cause for permitting later action or
the time for such action is lengthened or shortened by rule of the commission or an order of the presiding
officer.

4.31(5) Motions for summary judgment shall comply with the requirements of Iowa Rule of Civil
Procedure 1.981 and shall be subject to disposition according to the requirements of that rule to the
extent such requirements are not inconsistent with the provisions of this rule or any other provision of
law governing the procedure in contested cases.

Motions for summary judgment must be filed and served at least 45 days prior to the scheduled
hearing date, or other time period determined by the presiding officer. Any party resisting the motion
shall file and serve a resistance within 15 days, unless otherwise ordered by the presiding officer, from
the date a copy of the motion was served. The time fixed for hearing or nonoral submission shall be not
less than 20 days after the filing of the motion, unless a shorter time is ordered by the presiding officer.
A summary judgment order rendered on all issues in a contested case is subject to rehearing pursuant to
rule 491—4.44(17A) and appeal pursuant to rule 491—4.43(17A).

https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.29.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.44.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.43.pdf
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491—4.32(17A) Prehearing conference.
4.32(1) Any party may request a prehearing conference. A written request for prehearing conference

or an order for prehearing conference on the presiding officer’s own motion shall be filed not less than
seven days prior to the hearing date. A prehearing conference shall be scheduled not less than three
business days prior to the hearing date.

Written notice of the prehearing conference shall be given by the commission to all parties. For good
cause the presiding officer may permit variances from this rule.

4.32(2) Each party shall bring to the prehearing conference:
a. A final list of the witnesses who the party anticipates will testify at hearing. Witnesses not listed

may be excluded from testifying unless there was good cause for the failure to include their names.
b. A final list of exhibits which the party anticipates will be introduced at hearing. Exhibits other

than rebuttal exhibits that are not listed may be excluded from admission into evidence unless there was
good cause for the failure to include them.

c. Witness or exhibit lists may be amended subsequent to the prehearing conference within the
time limits established by the presiding officer at the prehearing conference. Any such amendments
must be served on all parties.

4.32(3) In addition to the requirements of subrule 4.32(2), the parties at a prehearing conference
may:

a. Enter into stipulations of law or fact;
b. Enter into stipulations on the admissibility of exhibits;
c. Identify matters that the parties intend to request be officially noticed;
d. Enter into stipulations for waiver of any provision of law; and
e. Consider any additional matters that will expedite the hearing.
4.32(4) Prehearing conferences shall be conducted by telephone unless otherwise ordered. Parties

shall exchange and receive witness and exhibit lists in advance of a telephone prehearing conference.

491—4.33(17A)Continuances. Unless otherwise provided, applications for continuances shall bemade
to the presiding officer.

4.33(1) A written application for a continuance shall:
a. Be made at the earliest possible time and no less than seven days before the hearing except in

case of unanticipated emergencies;
b. State the specific reasons for the request; and
c. Be signed by the requesting party or the party’s representative.
An oral application for a continuance may be made if the presiding officer waives the requirement for

a written motion. However, a party making such an oral application for a continuance must confirm that
request by written application within five days after the oral request unless that requirement is waived
by the presiding officer. No application for continuance shall be made or granted without notice to all
parties except in an emergency where notice is not feasible. The commission may waive notice of such
requests for a particular case or an entire class of cases.

4.33(2) In determining whether to grant a continuance, the presiding officer may consider:
a. Prior continuances;
b. The interests of all parties;
c. The likelihood of informal settlement;
d. The existence of an emergency;
e. Any objection;
f. Any applicable time requirements;
g. The existence of a conflict in the schedules of counsel, parties, or witnesses;
h. The timeliness of the request; and
i. Other relevant factors.
The presiding officer may require documentation of any grounds for continuance.

https://www.legis.iowa.gov/docs/iac/rule/491.4.32.pdf
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491—4.34(17A) Withdrawals. A party requesting a contested case proceeding may withdraw that
request prior to the hearing only in accordance with commission rules. Unless otherwise provided, a
withdrawal shall be with prejudice.

491—4.35(17A) Intervention.
4.35(1) Motion. A motion for leave to intervene in a contested case proceeding shall state the

grounds for the proposed intervention, the position and interest of the proposed intervenor, and the
possible impact of intervention on the proceeding. A proposed answer or petition in intervention shall
be attached to the motion. Any party may file a response within 14 days of service of the motion to
intervene unless the time period is extended or shortened by the presiding officer.

4.35(2) When filed. Motion for leave to intervene shall be filed as early in the proceeding as possible
to avoid adverse impact on existing parties or the conduct of the proceeding. Unless otherwise ordered,
a motion for leave to intervene shall be filed before the prehearing conference, if any, or at least 20 days
before the date scheduled for hearing. Any later motion must contain a statement of good cause for
the failure to file in a timely manner. Unless inequitable or unjust, an intervenor shall be bound by any
agreement, arrangement, or other matter previously raised in the case. Requests by untimely intervenors
for continuances which would delay the proceeding will ordinarily be denied.

4.35(3) Grounds for intervention. The movant shall demonstrate that (a) intervention would not
unduly prolong the proceedings or otherwise prejudice the rights of existing parties; (b) the movant
is likely to be aggrieved or adversely affected by a final order in the proceeding; and (c) the interests of
the movant are not adequately represented by existing parties.

4.35(4) Effect of intervention. If appropriate, the presiding officer may order consolidation of the
petitions and briefs of different parties whose interests are aligned with each other and limit the number
of representatives allowed to participate actively in the proceedings. A person granted leave to intervene
is a party to the proceeding. The order granting intervention may restrict the issues that may be raised
by the intervenor or otherwise condition the intervenor’s participation in the proceeding.

491—4.36(17A) Hearing procedures.
4.36(1) The presiding officer presides at the hearing, and may rule on motions, require briefs,

issue a proposed decision, and issue such orders and rulings as will ensure the orderly conduct of the
proceedings.

4.36(2) All objections shall be timely made and stated on the record.
4.36(3) Parties have the right to participate or to be represented in all hearings or prehearing

conferences related to their case. Partnerships, corporations, or associations may be represented by any
member, officer, director, or duly authorized agent. Any party may be represented by an attorney or
another person authorized by law.

4.36(4) Subject to terms and conditions prescribed by the presiding officer, parties have the right to
introduce evidence on issues of material fact, cross-examine witnesses present at the hearing as necessary
for a full and true disclosure of the facts, present evidence in rebuttal, and submit briefs and engage in
oral argument.

4.36(5) The presiding officer shall maintain the decorum of the hearing and may refuse to admit or
may expel anyone whose conduct is disorderly.

4.36(6) Witnesses may be sequestered during the hearing.
4.36(7) The presiding officer shall conduct the hearing in the following manner:
a. The presiding officer shall give an opening statement briefly describing the nature of the

proceedings;
b. The parties shall be given an opportunity to present opening statements;
c. Parties shall present their cases in the sequence determined by the presiding officer;
d. Each witness shall be sworn or affirmed by the presiding officer or the court reporter, and be

subject to examination and cross-examination. The presiding officer may limit questioning in a manner
consistent with law;
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e. When all parties and witnesses have been heard, parties may be given the opportunity to present
final arguments.

491—4.37(17A) Evidence.
4.37(1) The presiding officer shall rule on admissibility of evidence and may, where appropriate,

take official notice of facts in accordance with all applicable requirements of law.
4.37(2) Stipulation of facts is encouraged. The presiding officer may make a decision based on

stipulated facts.
4.37(3) Evidence in the proceeding shall be confined to the issues as to which the parties received

notice prior to the hearing unless the parties waive their right to such notice or the presiding officer
determines that good cause justifies expansion of the issues. If the presiding officer decides to admit
evidence on issues outside the scope of the notice over the objection of a party who did not have actual
notice of those issues, that party, upon timely request, shall receive a continuance sufficient to amend
pleadings and to prepare on the additional issue.

4.37(4) The party seeking admission of an exhibit must provide opposing parties with an opportunity
to examine the exhibit prior to the ruling on its admissibility. Copies of documents should normally be
provided to opposing parties.

All exhibits admitted into evidence shall be appropriately marked and be made part of the record.
4.37(5) Any party may object to specific evidence or may request limits on the scope of any

examination or cross-examination. Such an objection shall be accompanied by a brief statement of the
grounds upon which it is based. The objection, the ruling on the objection, and the reasons for the
ruling shall be noted in the record. The presiding officer may rule on the objection at the time it is made
or may reserve a ruling until the written decision.

4.37(6) Whenever evidence is ruled inadmissible, the party offering that evidence may submit an
offer of proof on the record. The party making the offer of proof for excluded oral testimony shall
briefly summarize the testimony or, with permission of the presiding officer, present the testimony. If
the excluded evidence consists of a document or exhibit, it shall be marked as part of an offer of proof
and inserted in the record.

491—4.38(17A) Default.
4.38(1) If a party fails to appear or participate in a contested case proceeding after proper service of

notice, the presiding officer may, if no adjournment is granted, enter a default decision or proceed with
the hearing and render a decision in the absence of the party.

4.38(2) Where appropriate and not contrary to law, any party may move for default against a party
who has requested the contested case proceeding and has failed to file a required pleading or has failed
to appear after proper service.

4.38(3) Default decisions or decisions rendered on the merits after a party has failed to appear or
participate in a contested case proceeding become final commission action unless, within 15 days after
the date of notification or mailing of the decision, a motion to vacate is filed and served on all parties or
an appeal of a decision on the merits is timely initiated within the time provided by rule 491—4.43(17A).
A motion to vacate must state all facts relied upon by the moving party which establish that good cause
existed for that party’s failure to appear or participate at the contested case proceeding. Each fact so
stated must be substantiated by at least one sworn affidavit of a person with personal knowledge of each
such fact, which affidavit(s) must be attached to the motion.

4.38(4) The time for further appeal of a decision for which a timely motion to vacate has been filed
is stayed pending a decision on the motion to vacate.

4.38(5) Properly substantiated and timely filed motions to vacate shall be granted only for good
cause shown. The burden of proof as to good cause is on the moving party. Adverse parties shall have
ten days to respond to a motion to vacate. Adverse parties shall be allowed to conduct discovery as to
the issue of good cause and to present evidence on the issue prior to a decision on the motion, if a request
to do so is included in that party’s response.

https://www.legis.iowa.gov/docs/iac/rule/491.4.43.pdf
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4.38(6) “Good cause” for purposes of this rule shall have the same meaning as “good cause” for
setting aside a default judgment under Iowa Rule of Civil Procedure 1.977.

4.38(7) A decision denying a motion to vacate is subject to further appeal within the time limit
allowed for further appeal of a decision on the merits in the contested case proceeding. A decision
granting a motion to vacate is subject to interlocutory appeal by the adverse party pursuant to rule
491—4.41(17A).

4.38(8) If a motion to vacate is granted and no timely interlocutory appeal has been taken, the
presiding officer shall issue another notice of hearing and the contested case shall proceed accordingly.

4.38(9) A default decision may award any relief consistent with the request for relief made in the
petition and embraced in its issues (but, unless the defaulting party has appeared, it cannot exceed the
relief demanded).

4.38(10) A default decision may provide either that the default decision is to be stayed pending a
timely motion to vacate or that the default decision is to take effect immediately, subject to a request for
stay under rule 491—4.45(17A).

491—4.39(17A) Ex parte communication.
4.39(1) Prohibited communications. Unless required for the disposition of ex parte matters

specifically authorized by statute, following issuance of the notice of hearing, there shall be no
communication, directly or indirectly, between the presiding officer and any party or representative
of any party or any other person with a direct or indirect interest in such case in connection with any
issue of fact or law in the case except upon notice and opportunity for all parties to participate. This
does not prohibit persons jointly assigned such tasks from communicating with each other. Nothing
in this provision is intended to preclude the presiding officer from communicating with members of
the commission or seeking the advice or help of persons other than those with a personal interest in,
or those engaged in personally investigating as defined in subrule 4.25(2), prosecuting, or advocating
in, either the case under consideration or a pending factually related case involving the same parties
as long as those persons do not directly or indirectly communicate to the presiding officer any ex
parte communications they have received of a type that the presiding officer would be prohibited from
receiving or that furnish, augment, diminish, or modify the evidence in the record.

4.39(2) Prohibitions on ex parte communications commence with the issuance of the notice of
hearing in a contested case and continue for as long as the case is pending.

4.39(3) Written, oral or other forms of communication are “ex parte” if made without notice and
opportunity for all parties to participate.

4.39(4) To avoid prohibited ex parte communications, notice must be given in a manner reasonably
calculated to give all parties a fair opportunity to participate. Notice of written communication shall be
provided in compliance with rule 491—4.28(17A) and may be supplemented by telephone, facsimile,
email or other means of notification. Where permitted, oral communications may be initiated through
conference telephone call including all parties or their representatives.

4.39(5) Persons who jointly act as presiding officer in a pending contested case may communicate
with each other without notice or opportunity for parties to participate.

4.39(6) The administrator or other persons may be present in deliberations or otherwise advise the
presiding officer without notice or opportunity for parties to participate as long as they are not disqualified
from participating in the making of a proposed or final decision under subrule 4.25(1) or other law and
they comply with subrule 4.39(1).

4.39(7) Communications with the presiding officer involving scheduling or procedural matters
uncontested do not require notice or opportunity for parties to participate. Parties should notify other
parties prior to initiating such contact with the presiding officer when feasible, and shall notify other
parties when seeking to continue hearings or other deadlines pursuant to rule 491—4.33(17A).

4.39(8) Disclosure of prohibited communications. A presiding officer who receives a prohibited ex
parte communication during the pendency of a contested case must initially determine if the effect of the
communication is so prejudicial that the presiding officer should be disqualified. If the presiding officer
determines that disqualification is warranted, a copy of any prohibited written communication, all written

https://www.legis.iowa.gov/docs/ACO/CourtRulesChapter/1.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.41.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.45.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.25.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.28.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.4.25.pdf
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responses to the communication, a written summary stating the substance of any prohibited oral or other
communication not available in written form for disclosure, all responses made, and the identity of each
person fromwhom the presiding officer received a prohibited ex parte communication shall be submitted
for inclusion in the record under seal by protective order (or disclosed). If the presiding officer determines
that disqualification is not warranted, such documents shall be submitted for inclusion in the record and
served on all parties. Any party desiring to rebut the prohibited communication must be allowed the
opportunity to do so upon written request filed within ten days after notice of the communication.

4.39(9) Promptly after being assigned to serve as presiding officer on a hearing panel, as a member
of a full board hearing, on an intra-agency appeal, or other basis, a presiding officer shall disclose to all
parties material factual information received through ex parte communication prior to such assignment
unless the factual information has already been or shortly will be disclosed pursuant to Iowa Code section
17A.13(2) or through discovery. Factual information contained in an investigative report or similar
document need not be separately disclosed by the presiding officer as long as such documents have been
or will shortly be provided to the parties.

4.39(10) The presiding officer may render a proposed or final decision imposing appropriate
sanctions for violations of this rule including default, a decision against the offending party, censure,
or suspension, or revocation of the privilege to practice before the commission. Violation of ex parte
communication prohibitions by commission personnel shall be reported to the administrator for possible
sanctions including censure, suspension, dismissal, or other disciplinary action.

491—4.40(17A) Recording costs. Upon request, the commission shall provide a copy of the whole or
any portion of the record at cost. The cost of preparing a copy of the record or of transcribing the hearing
record shall be paid by the requesting party.

Parties who request that a hearing be recorded by certified shorthand reporters rather than by
electronic means shall bear the cost of that recordation, unless otherwise provided by law.

491—4.41(17A) Interlocutory appeals. Upon written request of a party or on its own motion, the
commission may review an interlocutory order of the presiding officer. In determining whether to do
so, the commission shall weigh the extent to which its granting the interlocutory appeal would expedite
final resolution of the case and the extent to which review of that interlocutory order by the commission
at the time it reviews the proposed decision of the presiding officer would provide an adequate remedy.
Any request for interlocutory review must be filed within 14 days of issuance of the challenged order,
but no later than the time for compliance with the order or the date of hearing, whichever is first.

491—4.42(17A) Final decision.
4.42(1) When the commission presides over the reception of evidence at the hearing, its decision is

a final decision.
4.42(2) When the commission does not preside at the reception of evidence, the presiding officer

shall make a proposed decision. The proposed decision becomes the final decision of the commission
without further proceedings unless there is an appeal to, or review on motion of, the commission within
the time provided in rule 491—4.43(17A).

4.42(3) The commission has the authority to deny, suspend, or revoke any license applied for or
issued by the commission or to fine a licensee or a holder of an occupational license.

491—4.43(17A) Appeals and review.
4.43(1) Appeal by party. Any adversely affected party may appeal a proposed decision to the

commission within 10 days after issuance of the proposed decision.
4.43(2) Review. The commission may initiate review of a proposed decision on its own motion at

any time within 30 days following the issuance of such a decision.
4.43(3) Notice of appeal. An appeal of a proposed decision is initiated by filing a timely notice

of appeal with the commission. The notice of appeal must be signed by the appealing party or a
representative of that party and contain a certificate of service. The notice shall specify:

https://www.legis.iowa.gov/docs/ico/section/17A.13.pdf
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a. The parties initiating the appeal;
b. The proposed decision or order appealed from;
c. The specific findings or conclusions to which exception is taken and any other exceptions to

the decision or order;
d. The relief sought;
e. The grounds for relief.
4.43(4) Requests to present additional evidence. A party may request the taking of additional

evidence only by establishing that the evidence is material, that good cause existed for the failure to
present the evidence at the hearing, and that the party has not waived the right to present the evidence.
A written request to present additional evidence must be filed with the notice of appeal or, by a
nonappealing party, within 14 days of service of the notice of appeal. The commission may remand a
case to the presiding officer for further hearing or may itself preside at the taking of additional evidence.

4.43(5) Scheduling. The commission shall issue a schedule for consideration of the appeal.
4.43(6) Briefs and arguments. Unless otherwise ordered, briefs, if any, must be filed within five days

of meeting.

491—4.44(17A) Applications for rehearing.
4.44(1) Bywhom filed. Any party to a contested case proceedingmay file an application for rehearing

from a final order.
4.44(2) Content of application. The application for rehearing shall state on whose behalf it is filed,

the specific grounds for rehearing, and the relief sought. In addition, the application shall state whether
the applicant desires reconsideration of all or part of the agency decision on the existing record and
whether, on the basis of the grounds enumerated in subrule 4.43(4), the applicant requests an opportunity
to submit additional evidence.

4.44(3) Time of filing. The application shall be filed with the commission within 20 days after
issuance of the final decision.

4.44(4) Notice to other parties. A copy of the application shall be timely mailed by the applicant to
all parties of record not joining therein. If the application does not contain a certificate of service, the
commission shall serve copies on all parties.

4.44(5) Disposition. Any application for a rehearing shall be deemed denied unless the commission
grants the application within 20 days after its filing.

491—4.45(17A) Stays of commission actions.
4.45(1) When available.
a. Any party to a contested case proceeding may petition the commission for a stay of an order

issued in that proceeding or for other temporary remedies, pending review by the commission. The
petition for a stay shall be filed with the notice of appeal and shall state the reasons justifying a stay or
other temporary remedy. The administrator may rule on the stay or authorize the presiding officer to do
so.

b. Any party to a contested case proceeding may petition the commission for a stay or other
temporary remedies pending judicial review, of all or part of that proceeding. The petition for a stay
shall state the reasons justifying a stay or other temporary remedy.

4.45(2) When granted. In determining whether to grant a stay, the presiding officer or administrator
shall consider the factors listed in Iowa Code section 17A.19(5).

4.45(3) Vacation. A stay may be vacated by the issuing authority upon application by the
commission or any other party. When a stay has been vacated, the commission or the commission’s
designee shall implement the original order or sanction which had been stayed. The commission or the
commission’s designee shall have full authority to determine how the original order or sanction is to
be implemented.

491—4.46(17A) No factual dispute contested cases. If the parties agree that no dispute of material
fact exists as to a matter that would be a contested case if such a dispute of fact existed, the parties

https://www.legis.iowa.gov/docs/iac/rule/491.4.43.pdf
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may present all relevant admissible evidence either by stipulation or otherwise as agreed by the parties
without necessity for the production of evidence at an evidentiary hearing. If such agreement is reached,
a jointly submitted schedule detailing the method and timetable for submission of the record, briefs and
oral argument should be submitted to the presiding officer for approval as soon as practicable. If the
parties cannot agree, any party may file and serve a motion for summary judgment pursuant to the rules
governing such motions.

491—4.47(17A) Emergency adjudicative proceedings.
4.47(1) Necessary emergency action. To the extent necessary to prevent or avoid immediate danger

to the public health, safety, or welfare, the commission, gaming representatives, or stewards may issue
a written order in compliance with Iowa Code section 17A.18 to suspend a license in whole or in part,
order the cessation of any continuing activity, order affirmative action, or take other action within the
jurisdiction of the commission by emergency adjudicative order. Before the issuing of an emergency
adjudicative order the commission shall consider factors including, but not limited to, the following:

a. Whether there has been a sufficient factual investigation to ensure that the commission is
proceeding on the basis of reliable information;

b. Whether the specific circumstances which pose immediate danger to the public health, safety
or welfare have been identified and determined to be continuing;

c. Whether the person required to comply with the emergency adjudicative order may continue to
engage in other activities without posing immediate danger to the public health, safety or welfare;

d. Whether imposition of monitoring requirements or other interim safeguards would be sufficient
to protect the public health, safety or welfare; and

e. Whether the specific action contemplated by the commission is necessary to avoid the
immediate danger.

4.47(2) Issuance.
a. The written emergency adjudicative order shall be immediately delivered to persons who are

required to comply with the order by utilizing one or more of the following procedures:
(1) Personal delivery;
(2) Certified mail, return receipt requested, to the last address on file with the commission;
(3) Certified mail to the last address on file with the commission;
(4) First-class mail to the last address on file with the commission; or
(5) Fax. Fax may be used as the sole method of delivery if the person required to comply with the

order has filed a written request that commission orders be sent by fax and has provided a fax number
for that purpose.

b. To the degree practicable, the commission shall select the procedure for providingwritten notice
that best ensures prompt, reliable delivery.

4.47(3) Oral notice. Unless the written emergency adjudicative order is provided by personal
delivery on the same day that the order issues, the commission shall make reasonable immediate efforts
to contact by telephone the persons who are required to comply with the order.

4.47(4) Completion of proceedings. Issuance of a written emergency adjudicative order shall include
notification of the date on which commission proceedings are scheduled for completion. After issuance
of an emergency adjudicative order, continuance of further commission proceedings to a later date will
be granted only in compelling circumstances upon application in writing.

491—4.48(17A) Contested case hearings before the commission. The commission may initiate a
hearing upon its own motion, pursuant to any matter within its jurisdiction.

These rules are intended to implement Iowa Code chapters 17A, 99D and 99F.
[Filed 4/5/85, Notice 2/27/85—published 4/24/85, effective 5/29/85]
[Filed emergency 10/20/86—published 11/19/86, effective 10/20/86]
[Filed 6/19/87, Notice 5/6/87—published 7/15/87, effective 8/20/87]

[Filed 10/23/87, Notice 9/9/87—published 11/18/87, effective 12/23/87]
[Filed 11/4/88, Notice 9/21/88—published 11/30/88, effective 1/4/89]

https://www.legis.iowa.gov/docs/ico/section/17A.18.pdf
https://www.legis.iowa.gov/docs/ico/chapter/17A.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf


IAC 11/1/23 Racing and Gaming[491] Ch 4, p.19

[Filed 2/17/89, Notice 1/11/89—published 3/8/89, effective 4/12/89]
[Filed 2/16/90, Notice 12/27/89—published 3/7/90, effective 4/11/90]
[Filed 2/15/91, Notice 1/12/91—published 3/6/91, effective 4/10/91]

[Filed 12/6/91, Notice 10/16/91—published 12/25/91, effective 1/29/92]
[Filed emergency 12/12/91—published 1/8/92, effective 12/12/91]
[Filed 2/12/92, Notice 1/8/92—published 3/4/92, effective 4/8/92]

[Filed 10/30/92, Notice 9/16/92—published 11/25/92, effective 1/6/93]
[Filed 12/18/92, Notice 10/14/92—published 1/6/93, effective 2/10/93]

[Filed emergency 2/5/93—published 3/3/93, effective 2/5/93]
[Filed emergency 3/22/93—published 4/14/93, effective 3/22/93]◊
[Filed emergency 4/19/93—published 5/12/93, effective 4/19/93]

[Filed 4/19/93, Notice 3/3/93—published 5/12/93, effective 6/16/93]
[Filed 5/21/93, Notice 4/14/93—published 6/9/93, effective 7/14/93]
[Filed 7/23/93, Notice 5/12/93—published 8/18/93, effective 9/22/93]
[Filed 7/22/94, Notice 6/8/94—published 8/17/94, effective 9/21/94]
[Filed 11/17/95, Notice 9/13/95—published 12/6/95, effective 1/10/96]
[Filed 1/23/96, Notice 12/6/95—published 2/14/96, effective 3/20/96]
[Filed 1/17/97, Notice 11/6/96—published 2/12/97, effective 3/19/97]
[Filed 4/10/97, Notice 2/12/97—published 5/7/97, effective 6/11/97]
[Filed 9/19/97, Notice 8/13/97—published 10/8/97, effective 11/12/97]
[Filed 3/6/98, Notice 12/17/97—published 3/25/98, effective 4/29/98]
[Filed 11/23/98, Notice 10/7/98—published 12/16/98, effective 1/20/99]
[Filed 4/16/99, Notice 2/10/99—published 5/5/99, effective 6/9/99]
[Filed 6/18/99, Notice 5/5/99—published 7/14/99, effective 8/18/99]
[Filed 7/20/00, Notice 6/14/00—published 8/9/00, effective 9/13/00]
[Filed 8/18/00, Notice 7/12/00—published 9/6/00, effective 10/11/00]
[Filed 4/24/01, Notice 2/7/01—published 5/16/01, effective 6/20/01]
[Filed 8/22/01, Notice 6/27/01—published 9/19/01, effective 10/24/01]
[Filed 5/17/02, Notice 4/3/02—published 6/12/02, effective 7/17/02]
[Filed 7/18/02, Notice 6/12/02—published 8/7/02, effective 9/11/02]
[Filed 1/17/03, Notice 12/11/02—published 2/5/03, effective 3/12/03]
[Filed 6/6/03, Notice 4/2/03—published 6/25/03, effective 7/30/03]
[Filed 4/21/04, Notice 2/4/04—published 5/12/04, effective 6/16/04]
[Filed 9/7/04, Notice 7/7/04—published 9/29/04, effective 11/3/04]

[Filed 10/17/05, Notice 8/3/05—published 11/9/05, effective 12/14/05]
[Filed 4/21/06, Notice 2/15/06—published 5/10/06, effective 6/14/06]
[Filed 4/20/07, Notice 2/14/07—published 5/9/07, effective 6/13/07]
[Filed 1/11/08, Notice 11/7/07—published 1/30/08, effective 3/5/08]

[Filed ARC 8029B (Notice ARC 7758B, IAB 5/6/09), IAB 8/12/09, effective 9/16/09]
[Filed ARC 9987B (Notice ARC 9808B, IAB 10/19/11), IAB 2/8/12, effective 3/14/12]
[Filed ARC 0734C (Notice ARC 0604C, IAB 2/20/13), IAB 5/15/13, effective 6/19/13]1

[Filed ARC 1456C (Notice ARC 1310C, IAB 2/5/14), IAB 5/14/14, effective 6/18/14]
[Filed ARC 2927C (Notice ARC 2801C, IAB 11/9/16), IAB 2/1/17, effective 3/8/17]

[Filed Emergency ARC 4618C, IAB 8/28/19, effective 7/31/19]
[Filed ARC 5016C (Amended Notice ARC 4807C, IAB 12/18/19; Notice ARC 4617C, IAB 8/28/19),

IAB 4/8/20, effective 5/13/20]
[Filed ARC 6895C (Notice ARC 6610C, IAB 11/2/22), IAB 2/22/23, effective 3/29/23]

[Editorial change: IAC Supplement 11/1/23]

◊ Two or more ARCs
1 June 19, 2013, effective date of 4.10 [Item 10 of ARC 0734C] delayed until the adjournment of the 2014 General Assembly by the

Administrative Rules Review Committee at its meeting held June 11, 2013.

https://www.legis.iowa.gov/docs/aco/arc/8029B.pdf
https://www.legis.iowa.gov/docs/aco/arc/7758B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9987B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9808B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0604C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1456C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1310C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2927C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2801C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4807C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4617C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6610C.pdf
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CHAPTER 5
TRACK, GAMBLING STRUCTURE, AND EXCURSION GAMBLING BOAT

LICENSEES’ RESPONSIBILITIES
[Prior to 11/19/86, Racing Commission[693]]

[Prior to 11/18/87, Racing and Gaming Division[195]]
[Prior to 8/9/00, see also 491—Chs 20 and 25]

491—5.1(99D,99F) In general. For purposes of this chapter, the requirements placed upon an applicant
shall become a requirement to the licensee once a license to race or operate a gaming facility has been
granted. Every license is granted upon the condition that the license holder shall accept, observe, and
enforce the rules and regulations of the commission. It is the affirmative responsibility and continuing
duty of each officer, director, and employee of said license holder to comply with the requirements of
the application and conditions of the license and to observe and enforce the rules. The holding of a
license is a privilege. The burden of proving qualifications for the privilege to receive any license is
on the licensee at all times. A licensee must accept all risks of adverse public notice or public opinion,
embarrassment, criticism, or financial loss that may result from actionwith respect to a license. Licensees
further covenant and agree to hold harmless and indemnify the Iowa racing and gaming commission from
any claim arising from any action of the commission in connection with that license. This chapter applies
to a license to race or operate a gaming facility unless otherwise noted.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—5.2(99D,99F) Annual reports. Licensees shall submit audits to the commission as required by
Iowa Code sections 99D.20 and 99F.13.

5.2(1) The audit of financial transactions and condition of licensee’s operation shall include:
a. An internal control letter;
b. Documentation that the audit shall be conducted by certified public accountants authorized to

practice in the state of Iowa under Iowa Code chapter 542;
c. A balance sheet; and
d. A profit-and-loss statement pertaining to the licensee’s activities in the state, including a

breakdown of expenditures and subsidies.
5.2(2) If the licensee’s fiscal year does not correspond to the calendar year, a supplemental schedule

indicating financial activities on a calendar-year basis shall be included in the report.
5.2(3) In the event of a license termination, change in business entity, or material change in

ownership, the administrator may require the filing of an interim report, as of the date of occurrence of
the event. The filing due date shall be the later of 30 calendar days after notification to the licensee or
30 calendar days after the date of the occurrence of the event, unless an extension is granted.

5.2(4) An engagement letter for the audit between the licensee and auditing firm shall be available
upon request. The engagement letter requirement does not apply to the licensed qualified sponsoring
organization. Conditions of engagement for the audit shall include, at a minimum, the following
requirements:

a. The auditing firm shall report any material errors, irregularities or illegal acts that come to the
firm’s attention during the course of an audit to the licensee’s audit committee or senior management as
required by the rules of professional conduct that apply to the auditing firm. The licensee shall report such
material errors, irregularities or illegal acts to the commission in a timely manner following reporting to
the licensee’s audit committee or senior management.

b. The auditing firm shall inform the commission in writing of matters that come to the firm’s
attention that represent significant deficiencies in the design or operation of the internal control structure.

c. The audit supervisor or an audit staff member conducting the audit must have experience or
training in the gaming industry.

d. The auditing firm agrees to respond timely to all reasonable requests of successor auditors.
e. The auditing firm agrees, if requested by the commission, to provide licensee management and

the commission with recommendations designed to help the licensee make improvements in its internal
control structure and operation, and other matters that are discovered during the audit.

https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/ico/section/99D.20.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.13.pdf
https://www.legis.iowa.gov/docs/ico/chapter/542.pdf
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5.2(5) For a licensed subsidiary of a parent company, an audit of the parent company may be filed
with the following conditions:

a. The consolidated financial statements shall include in the supplemental schedule, or elsewhere
as determined by the licensee and auditing firm, for each licensee: balance sheets, statements of
operations, statements of cash flows, schedules of operating expenses and schedules of adjusted gross
revenue and taxes and fees paid to governmental agencies.

b. Any internal audit staff assisting with the audit shall report any material errors, irregularities or
illegal acts that come to the staff’s attention during the course of an audit to the licensee’s audit committee
or senior management as required by the rules of professional conduct. The licensee shall report such
material errors, irregularities or illegal acts to the commission in a timely manner following reporting to
the licensee’s audit committee or senior management.

c. All other requirements in this rule are met and included for each entity licensed in Iowa unless
an exception is granted in writing by the commission (or administrator).

5.2(6) The annual audit report required by Iowa Code section 99D.20 shall include a schedule
detailing the following information: number of performances; attendance; regulatory fee; total mutuel
handle and taxes paid to the state, city, and county; unclaimed winnings; purses paid indicating sources;
total breakage and disbursements; and the disbursements of 1 percent of exotic wagers on three or more
racing animals.

5.2(7) The annual audit report required by Iowa Code section 99F.13 shall include:
a. A schedule detailing a weekly breakdown of adjusted gross revenue; taxes paid to the state,

city, county, and county endowment fund; and regulatory fees.
b. A report on whether material weaknesses in internal accounting control exist.
5.2(8) Internal control records, compliance records, marketing expenses, and supplemental

schedules included in the annual reports shall be kept confidential, as outlined in Iowa Code section
99F.12(4).
[ARC 1876C, IAB 2/18/15, effective 3/25/15; ARC 4378C, IAB 3/27/19, effective 5/1/19; ARC 4618C, IAB 8/28/19, effective
7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—5.3(99D,99F) Information. The licensee shall submit all information specifically requested by
the commission or commission representative.

491—5.4(99D,99F) Uniform requirements.
5.4(1) Maintenance of premises and facilities. Each licensee shall at all times maintain its premises

and facilities so as to be neat and clean, well landscaped, painted and in good repair, handicapped
accessible, with special consideration for the comfort and safety of patrons, employees, and other persons
whose business requires their attendance.

5.4(2) Facilities for commission. Each licensee shall provide reasonable, adequately furnished office
space, including utilities, direct long-distance access for voice and data lines, custodial services, and
necessary office equipment, and, if applicable, work space on the boat for the exclusive use of the
commission employees and officials. The licensee shall also make available appropriate parking places
for commission staff.

5.4(3) Sanitary facilities for patrons. Each licensee shall, on every day of operation, provide
adequate and sanitary toilets and washrooms and furnish free drinking water for patrons and persons
having business on the licensee’s premises.

5.4(4) First-aid room.
a. During all hours of operation, each licensee shall equip and maintain adequate first-aid

facilities and have, at a minimum, one employee trained in CPR, first aid, and the use of the automated
external defibrillator (AED). During live racing at horse racetracks and while excursion gambling boats
are cruising, the licensee shall have present either a physician, a physician assistant, a registered nurse,
a licensed practical nurse, a paramedic, or an emergency medical technician.

b. All individuals specified under paragraph 5.4(4)“a” must be currently licensed or certified,
including active status, in accordance with the requirements of the Iowa department of health and human
services.

https://www.legis.iowa.gov/docs/ico/section/99D.20.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.13.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.12.pdf
https://www.legis.iowa.gov/docs/aco/arc/1876C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4378C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
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c. Each licensee is required to have a properly functioning and readily accessible AED at the
licensee’s facility.

5.4(5) Security force.
a. Peace officer. Each licensee shall ensure that a person who is a certified peace officer is present

as outlined in the facility’s security plan approved by the commission. A certified peace officer pursuant
to this rule must be employed by a law enforcement agency and have police powers.

b. Employ adequate security. Each licensee shall employ sufficient security to remove from the
licensed premises a person violating a provision of Iowa Code chapter 99D or 99F, commission rules, or
orders; any person deemed to be undesirable by racing and gaming commission officials; or any person
engaging in a fraudulent practice. Security shall also be provided in and about the premises to secure
restricted areas including, but not limited to, the barn area, kennel area, paddock, and racing animal drug
testing area.

c. Incident reports. The licensee shall be required to file a written report, within 72 hours, detailing
any incident in which an employee or patron is detected violating a provision of Iowa Code chapter
99D or 99F, a commission rule or order, or internal controls; or is removed for reasons specified under
paragraph 5.4(5)“b.” In addition to the written report, the licensee shall provide immediate notification to
the commission andDCI representatives on duty or, if representatives are not on duty, provide notification
in a manner previously agreed upon by the representatives if the incident involved employee theft,
criminal activity, Iowa Code chapter 99D or 99F violations, or gaming receipts.

d. Ejection or exclusion. A licensee may eject or exclude any person, licensed or unlicensed, from
the premises or a part thereof of the licensee’s facility, solely of the licensee’s own volition and without
any reason or excuse given, provided ejection or exclusion is not founded on constitutionally protected
grounds such as race, creed, color, disability, or national origin.

Reports of all ejections or exclusions for any reason, other than voluntary exclusions, shall be made
promptly to the commission representative and DCI and shall state the circumstances. The name of the
person must be reported when the person is ejected or excluded for more than one gaming day.

The commission may exclude any person ejected by a licensee from any or all pari-mutuel facilities,
gambling structures, or excursion gambling boats controlled by any licensee upon a finding that
attendance of the person would be adverse to the public interest.

5.4(6) Firearms possession within licensed facility.
a. No patron or employee of the licensee, including the security department members, shall

possess or be permitted to possess any pistol or firearm within a licensed facility without the express
written approval of the administrator unless:

(1) The person is a peace officer, on duty, acting in the peace officer’s official capacity; or
(2) The person is a peace officer possessing a valid peace officer permit to carry weapons who is

employed by the licensee and who is authorized by the administrator to possess such pistol or firearm
while acting on behalf of the licensee within that licensed facility.

b. Each licensee shall post in a conspicuous location at each entrance a sign that may be easily read
stating, “Possession of any firearm within the licensed facility without the express written permission of
the Iowa racing and gaming commission is prohibited”.

5.4(7) Video recording. Licensees shall conduct continuous surveillance with the capability of video
recording all on-site gambling activities under Iowa administrative rules 661—Chapter 141, promulgated
by the department of public safety.

a. “Gambling activities” means participating in any form of wagering as defined by Iowa Code
chapter 99F and approved by the commission; the movement, storage, and handling of uncounted
gambling revenues; manual exchange of moneys for forms of wagering credit on the gaming floor;
entrance of the public onto the gaming floor; and any other activity as determined by the commission
administrator or administrator’s designee.

b. Commission and DCI representatives shall have unrestricted access to and use of, including
independent access capabilities, both live and recorded views and images of the surveillance system.

c. A commission representative may allow a gambling game to be placed in operation pending
approval under 661—Chapter 141.

https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/iac/chapter/661.141.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/iac/chapter/661.141.pdf


Ch 5, p.4 Racing and Gaming[491] IAC 11/1/23

d. A facility may include capabilities within the surveillance system for video recording of other
areas of a facility and grounds, provided that commission and DCI access is unrestricted.

5.4(8) Commission approval of contracts and business arrangements.
a. Qualifying agreements.
(1) All contracts and business arrangements entered into by a facility are subject to commission

jurisdiction. Written and verbal contracts and business arrangements involving a related party or in which
the term exceeds three years or the total value in a calendar year exceeds $100,000 regardless of payment
method are agreements that qualify for submission to and approval by the commission. Contracts and
business arrangements with entities licensed pursuant to rule 491—11.13(99F) to obtain gambling games
and implements of gambling, as defined by rule 491—11.1(99F), are exempt from submission to and
approval by the commission. For the purpose of this subrule, a qualifying agreement shall be limited to:

1. Any obligation that expends, encumbers, or loans facility assets to anyone other than a
not-for-profit entity, a unit of government for the payment of taxes, or an entity that provides water,
sewer, gas or electric utility services to the facility.

2. Any disposal of facility assets or provision of goods and services at less than market value to
anyone other than a not-for-profit entity or a unit of government.

3. A previously approved qualifying agreement, if consideration exceeds the approved amount in
a calendar year by the greater of $100,000 or 25 percent or if the commission approval date of an ongoing
contract is more than five years old.

4. Any type of contract, regardless of value or term, where a third party provides electronic or
mechanical access to cash or credit for a patron of the facility. Where not already available, the contract
must contain a clause that provides for immediate notification and implementation when technology
becomes available to allow a person to voluntarily bar the person’s access to receive cash or credit from
such devices located on the licensed premises.

(2) A debt transaction greater than $3 million entered into by a licensee or licensee’s parent
company assigning an obligation to a licensee, except a debt transaction previously approved in subrule
5.4(20), is subject to commission jurisdiction. The request for approval shall include:

1. The names and addresses of all parties;
2. The amount and source of funds;
3. The nature and amount of security and collateral provided;
4. The specific nature and purpose of the transaction; and
5. The term sheet or executive summary of the transaction.
(3) A qualifying agreement must be approved by the commission within 60 days of execution if

made in Iowa pursuant to subparagraph 5.4(8)“b”(4) or within 30 days of execution if not made in
Iowa. Commission approval must be obtained prior to implementation, unless the qualifying agreement
contains a written clause stating that the agreement is subject to commission approval and the qualifying
agreement is submitted to commission staff prior to implementation. Qualifying agreements need
only be submitted on initiation, unless there is a material change in terms or noncompliance with
subparagraph 5.4(8)“b”(4) or to comply with numbered paragraph 5.4(8)“a”(1)“3.”

b. Purpose of review. The commission conducts reviews to serve the public interest to ensure that:
(1) Gaming is free from criminal and corruptive elements.
(2) Gaming-related funds are directed to the lawful recipient.
(3) Gaming profits are not improperly distributed.
(4) Iowa resources, goods and services are utilized. Resources, goods, and services shall be

considered to be made in Iowa, be provided by Iowans, or emanate from Iowa if one or more of the
following apply:

1. Goods are manufactured in Iowa.
2. Goods are distributed through a distributor located in Iowa.
3. Goods are sold by a retailer/wholesaler located in Iowa.
4. Resources are produced or processed in Iowa.
5. Services are provided by a vendor whose headquarters/home office is in Iowa.

https://www.legis.iowa.gov/docs/iac/rule/491.11.13.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.11.1.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
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6. Goods, resources or services are provided by a vendor whose headquarters/home office is
located outside Iowa, but which has a tangible business location (not simply a post office box) and does
business in Iowa.

7. Services beyond selling are provided by employees who are based in Iowa.
A facility shall be considered to have utilized a substantial amount of Iowa resources, goods, services

and entertainment in compliance with Iowa Code sections 99D.9 and 99F.7(5) if the facility demonstrates
to the satisfaction of the commission that preference was given to the extent allowed by law and other
competitive factors.

c. Related parties. Other submittal requirements notwithstanding, agreements negotiated between
the facility and a related party must be accompanied by an economic and qualitative justification. For the
purpose of this subrule, related party shall mean any one of the following having any beneficial interest
in any other party with whom the facility is seeking to negotiate an agreement:

(1) Any corporate officer or member of a facility’s board of directors.
(2) Any owner with more than a 5 percent interest in a facility.
(3) A member of either the qualified sponsoring organization or the qualifying organization under

Iowa Code section 99D.8 associated with a facility.
d. Review criteria. The commission shall approve all qualifying agreements that, in the

commission’s sole opinion, represent a normal business transaction and may impose conditions on an
approval. The commission may deny approval of any agreement that, in the commission’s sole opinion,
represents a distribution of profits that differs from commission-approved ownership and beneficial
interest. This subrule does not prohibit the commission from changing the approved ownership or
beneficial interest.

5.4(9) Checks. All checks accepted must be deposited in a bank by the close of the banking day
following acceptance.

5.4(10) Taxes and fees.
a. Annual taxes and fees. All taxes and fees, whose collection by the state is authorized under Iowa

Code chapters 99D and 99F, shall be accounted for on a fiscal-year basis, each fiscal year beginning on
July 1 and ending on June 30.

b. Submission of gambling game taxes and fees.
(1) All moneys collected for and owed to the commission or state of Iowa under Iowa Code chapter

99F shall be accounted for and itemized on a weekly basis in a format approved by the commission.
Each day on the report shall be an accurate representation of the gaming activities. A week shall begin
on Monday and end on Sunday.

(2) The reporting formmust be received in the commission office by noon onWednesday following
the week’s end. The moneys owed, according to the reporting form, must be received in the treasurer’s
office by 11 a.m. on the Thursday following the week’s end.

c. Calculation of promotional play receipts. For the purpose of calculating the amount of taxes
from promotional play receipts during a fiscal year, the commission will consider promotional play
receipts as taxed in proportion to total adjusted gross receipts for each gaming day.

d. Submission of sports wagering net receipts taxes.
(1) A tax is imposed on the sports wagering net receipts received each fiscal year from sports

wagering. “Sports wagering net receipts” means the gross receipts less winnings paid to wagerers on
sports wagering on a cash accounting basis. Voided and canceled transactions are not considered receipts
for the purpose of this calculation.

(2) All moneys collected for and owed to the state of Iowa under Iowa Code chapter 99F for the
payment of sports wagering taxes shall be accounted for and itemized on a monthly basis, in a format
approved by the commission, by noon on Wednesday following a gaming week’s end in which the
completed gaming week includes the last day of the month. All sports wagering taxes owed shall be
received in the treasurer’s office by 11 a.m. on the Thursday after accounting and itemization is due
in the commission office. If sports wagering net receipts for a month are negative, a credit for sports
wagering taxes may be given in the subsequent month.

https://www.legis.iowa.gov/docs/ico/section/2016/99D.9.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.7.pdf
https://www.legis.iowa.gov/docs/ico/section/99D.8.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
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(3) Licensees under Iowa Code section 99F.7 or 99F.7A are responsible for the payment of all
sports wagering taxes.

(4) Controls which easily allow for the designation and recording of sports wagering net receipts
to an individual licensee and the redemption of winnings to the respective licensee shall be established
by the licensee and approved by the administrator.

5.4(11) Rate of tax revenue. Each licensee shall prominently display at the licensee’s gambling
facility the annual percentage rate of state and local tax revenue collected by state and local government
from the gambling facility annually.

5.4(12) Problem gambling.
a. The holder of a license to operate gambling games and the holder of a license to accept simulcast

wagering shall adopt and implement policies and procedures designed to:
(1) Identify problem gamblers;
(2) Comply with the process established by the commission to allow a person to be voluntarily

excluded from the gaming floor of an excursion gambling boat, from the wagering area as defined in
Iowa Code section 99D.2, from the sports wagering area as defined in Iowa Code section 99F.1(24), and
from the gaming floor of all other licensed facilities or gambling activities regulated under Iowa Code
chapters 99D and 99F;

(3) Allow persons to be voluntarily excluded for five years or life from all facilities on a form
prescribed by the commission. Each facility will disseminate information regarding the exclusion to all
other licensees and the commission; and

(4) Identify the availability of technology on a device that provides electronic or mechanical access
to cash or credit for a patron of the facility that would allow for a person to voluntarily bar the person’s
access to receive cash or credit from such devices located on the licensed premises and provide the
process for a person to do so. Methods of identification shall be prominently displayed and be indicative
of the availability of the process prior to a transaction taking place.

b. The policies and procedures shall be developed in cooperation with the gambling treatment
program and shall include without limitation the following:

(1) Training of key employees to identify and report suspected problem gamblers;
(2) Procedures for recording and tracking identified problem gamblers;
(3) Policies designed to prevent serving alcohol to intoxicated patrons on the gaming floor or

wagering area;
(4) Steps for removing problem gamblers from the gaming floor or wagering area;
(5) Procedures for preventing reentry of problem gamblers;
(6) Procedures to prominently display problem gambling materials produced by the Iowa gambling

treatment program throughout the facility with at least one display located in a high-traffic area of patrons;
and

(7) Procedures for a licensee’s website to include a link to the commission’s website for individuals
to self-exclude themselves pursuant to Iowa Code sections 99F.4(22) and 99D.7(23).

c. A licensee shall include information on the availability of the gambling treatment program in
a substantial number of its advertisements and printed materials.

d. Money forfeited by a voluntarily excluded person pursuant to Iowa Code sections 99D.7(23)
and 99F.4(22) shall be withheld by the licensee and remitted to the general fund of the state by the
licensee under Iowa Code chapters 99D and 99F.

5.4(13) Records regarding ownership.
a. In addition to other records and information required by these rules, each licensee shall maintain

the following records regarding the equity structure and owners:
(1) If a corporation:
1. A certified copy of articles of incorporation and any amendments thereto.
2. A copy of bylaws and amendments thereto.
3. A current list of officers and directors.
4. Minutes of all meetings of stockholders and directors.

https://www.legis.iowa.gov/docs/ico/section/99F.7.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.7A.pdf
https://www.legis.iowa.gov/docs/ico/section/2018/99D.2.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.1.pdf
https://www.legis.iowa.gov/docs/ico/chapter/2018/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/2018/99F.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/section/99D.7.pdf
https://www.legis.iowa.gov/docs/ico/section/2018/99D.7.pdf
https://www.legis.iowa.gov/docs/ico/section/2018/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
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5. A current list of all stockholders and stockholders of affiliates, including their names and the
names of beneficial shareholders.

6. A complete record of all transfers of stock.
7. A record of amounts paid to the corporation for issuance of stock and other capital contributions

and dates thereof.
8. A record, by stockholder, of all dividends distributed by the corporation.
9. A record of all salaries, wages, and other remuneration (including perquisites), direct and

indirect, paid by the corporation during the calendar or fiscal year to all officers, directors, and
stockholders with an ownership interest at any time during the calendar or fiscal year, equal to or greater
than 5 percent of the outstanding stock of any class of stock.

(2) If a partnership:
1. A schedule showing the amounts and dates of capital contributions, the names and addresses

of the contributors, and percentage of interest in net assets, profits, and losses held by each.
2. A record of the withdrawals of partnership funds or assets.
3. A record of salaries, wages, and other remuneration (including perquisites), direct and indirect,

paid to each partner during the calendar or fiscal year.
4. A copy of the partnership agreement and certificate of limited partnership, if applicable.
(3) If a sole proprietorship:
1. A schedule showing the name and address of the proprietor and the amount and date of the

original investment.
2. A record of dates and amounts of subsequent additions to the original investment and

withdrawals therefrom.
3. A record of salaries, wages, and other remuneration (including perquisites), direct or indirect,

paid to the proprietor during the calendar or fiscal year.
b. All records regarding ownership shall be located in a place approved by the commission.
c. If the licensee is publicly held, upon the request of the administrator, the licensee shall submit to

the commission one copy of any report required to be filed by such licensee or affiliates with the Securities
and Exchange Commission or other domestic or foreign securities regulatory agency. If the licensee is
privately held, upon the request of the administrator, the licensee shall submit financial, ownership, or
other entity records for an affiliate.

5.4(14) Retention, storage, and destruction of books, records, and documents.
a. Except as otherwise provided, all original books, records, and documents pertaining to the

licensee’s operations shall be:
(1) Prepared and maintained in a complete and accurate form.
(2) Retained at a site approved by the administrator until audited.
(3) Held immediately available for inspection by the commission during business hours of

operations.
(4) Organized and indexed in such a manner as to provide immediate accessibility to the

commission.
b. For the purpose of this subrule, “books, records, and documents” shall be defined as any book,

record, or document pertaining to or prepared or generated by the licensee including, but not limited to, all
forms, reports, accounting records, ledgers, subsidiary records, computer-generated data, internal audit
records, correspondence, contracts, and personnel records, including information concerning a refusal
to submit to drug testing and test results conducted pursuant to Iowa Code section 730.5.

c. All original books, records, and documents may be copied and stored on microfilm, microfiche,
or other suitable media system approved by the administrator.

d. No original book, record, document, or suitable media copy may be destroyed by a licensee,
for three years, without the prior approval of the administrator.

e. Any licensee that offers electronic wagering accounts, as defined by rule 491—12.1(99F), must
prepare a disaster recovery plan that addresses off-site backups or equivalent. All disaster recovery plans

https://www.legis.iowa.gov/docs/ico/section/730.5.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.12.1.pdf
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shall incorporate industry standards for retention and storage of wagering account information and shall
be subject to review as part of the network security risk assessment required by subrule 5.4(21).

5.4(15) Remodeling. For any construction that changes the specific function of a public space of the
facility, the licensee must first submit plans to and receive the approval of the administrator.

5.4(16) Officers, agents, and employees. Licensees are accountable for the conduct of their officers,
agents, and employees. The commission or commission representative reserves the right to impose
penalties against the license holder or its officer, agent, employee, or both as the commission or
commission representative determines appropriate. In addition, the licensee shall be responsible for the
conduct of nonlicensed employees and other persons working on behalf of the licensee in public and
nonpublic areas of the excursion gambling boat, gambling structure, or racetrack enclosure.

5.4(17) Designated gaming floor. The designated gaming floor is all areas occupied by or accessible
from a gambling game, not otherwise obstructed by a wall, door, partition, barrier, or patron entrance.
A patron entrance shall be identified by a sign visible to patrons approaching the gaming floor. The sign
shall denote entrance to the gaming floor and specify that the gaming floor is not accessible to persons
under the age of 21. A floor plan identifying the area shall be filed with the administrator for review and
approval. Modification to a previously approved plan must be submitted for approval at least ten days
prior to implementation.

5.4(18) State fire and building codes.
a. Barges, as defined in 5.6(1)“c,” and other land-based gaming facilities and such facilities that

undergo major renovation shall comply with the state building code created by Iowa Code chapter 103A,
if there is no local building code in force in the local jurisdiction in which the facility is located. A
licensee shall submit construction documents and plans to the state building code commissioner and
receive approval prior to construction, if a facility is subject to the state building code.

b. If there is no enforcement of fire safety requirements by a local fire department, a licensee
shall also submit construction plans and documents to the state fire marshal and receive approval prior
to construction. The fire marshal may cause a facility subject to this paragraph to be inspected for
compliance with fire marshal rules prior to operation of the facility and shall notify the commission and
the licensee of the results of any such inspection.

c. If a proposed new or renovated facility is subject to both paragraphs “a” and “b,” a single
submission of construction plans and documents to the building code commissioner, with a cover letter
stating that review and approval are required with respect to both the state building code and rules of
the fire marshal, is sufficient to meet both requirements. Facilities subject to both paragraphs “a” and
“b” shall have received approval from both the fire marshal and the building code commissioner prior
to construction.

5.4(19) Gambling setoff. Each licensee shall adopt and implement policies and procedures designed
to set off winnings of patrons who have a valid lien established under Iowa Code chapters 99D and 99F.

5.4(20) Shelf application for debt.
a. The commissionmay grant approval of a shelf application for a period not to exceed three years.
b. Licensees whose parent company has issued publicly traded debt or publicly traded securities

may apply to the commission for a shelf approval of debt transactions if the parent company has:
(1) A class of securities listed on the New York Stock Exchange, the American Stock Exchange

or the National Association of Securities Dealers Automatic Quotation System (NASDAQ) or has
stockholders’ equity in the amount of $15 million or more as reported in the parent company’s most
recent report on Form 10-K or Form 10-Q filed with the Securities and Exchange Commission (SEC)
immediately preceding application; and

(2) Filed all reports required by the SEC.
c. The application shall be in writing and shall contain:
(1) Proof of qualification to make the application in accordance with the criteria of this subrule.
(2) A statement of the amount of debt sought to be approved and the intended use of potential

proceeds.
(3) Duration sought for the shelf approval.
(4) Financing rate sought during shelf approval.

https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.6.pdf
https://www.legis.iowa.gov/docs/ico/chapter/103A.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
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(5) Evidence of signature by authorized representative of the licensee under oath.
(6) Other supplemental documentation requested by the commission or commission representative

following the initial submission.
d. Once an application is approved by the commission:
(1) The licensee shall notify the commission representative of all debt transactions within ten days

of consummation, including subsequent amendments andmodifications of debt transactions, and provide
executed copies of the documents evidencing the transactions as may be required.

(2) The commission representative may rescind a shelf approval without prior written notice. The
rescission shall be in writing and set forth the reasons for the rescission and shall remain in effect until
lifted by the commission upon the satisfaction of any such terms and conditions as required by the
commission.

5.4(21) Network security.
a. The licensee shall biennially submit the results of an independent network security risk

assessment to the administrator for review, subject to the following requirements:
(1) The testing organization must be independent of the licensee and shall be qualified by the

administrator.
(2) The network security risk assessment shall be completed no later than March 31 in each year

an assessment is required.
(3) Results from the network security risk assessment shall be submitted to the administrator no

later than 60 days after the assessment is completed. Results shall include a remediation plan to address
any risks identified during the risk assessment.

(4) The risk assessment shall be conducted in accordance with current and accepted industry
standard review requirements for risk assessments.

(5) The risk assessment shall include a review of licensee controls. Review of controls shall include
but not be limited to a comparison of licensee controls to industry standard and best practice controls,
and an audit of the licensee processes for compliance with those controls.

(6) For licensees issued a license to conduct sports wagering pursuant to Iowa Code section
99F.7A, a risk assessment required by this subrule shall include any on-premises sports wagering
authorized by the commission at that licensee’s place of business. A supplemental risk assessment
for the sports wagering operations may be accepted in lieu of inclusion with the assessment of the
licensee’s overall operations, at the discretion of the administrator, and providing that the supplemental
assessment independently complies with the requirements in subparagraphs 5.4(21)“a”(1) to (5).

b. At the discretion of the administrator, additional network security risk assessments may be
required.

5.4(22) Cashless wagering reserves. A reserve in the form of cash or cash equivalents segregated
from operational funds shall be maintained to cover the entirety of a licensee’s electronic wagering
account liability. The reserve shall equal or exceed the licensee’s wagering account liability as of the last
day in the previous quarter. An accounting of this reserve shall be made available for inspection to the
commission upon request. Themethod of reserve shall be submitted to and approved by the administrator
prior to implementation.
[ARC 8029B, IAB 8/12/09, effective 9/16/09; ARC 9018B, IAB 8/25/10, effective 9/29/10; ARC 0734C, IAB 5/15/13, effective
6/19/13; ARC 1456C, IAB 5/14/14, effective 6/18/14; ARC 1506C, IAB 6/25/14, effective 7/30/14; ARC 1876C, IAB 2/18/15,
effective 3/25/15; ARC 2468C, IAB 3/30/16, effective 5/4/16; ARC 2795C, IAB 11/9/16, effective 12/14/16; ARC 2927C, IAB
2/1/17, effective 3/8/17; ARC 3446C, IAB 11/8/17, effective 12/13/17; ARC 3608C, IAB 1/31/18, effective 3/7/18; ARC 4194C,
IAB 12/19/18, effective 1/23/19; ARC 4378C, IAB 3/27/19, effective 5/1/19; ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC
4954C, IAB 2/26/20, effective 4/1/20; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 5422C, IAB 2/10/21, effective 3/17/21;
ARC 6169C, IAB 2/9/22, effective 3/16/22; ARC 6894C, IAB 2/22/23, effective 3/29/23; ARC 6895C, IAB 2/22/23, effective
3/29/23; Editorial change: IAC Supplement 11/1/23]

491—5.5(99D) Pari-mutuel uniform requirements.
5.5(1) Insect and rodent control. The licensee shall provide systematic and effective insect and

rodent control, including control of flies, mosquitoes, fleas, and mice, to all areas of licensee’s premises
at all times during a race meeting.

https://www.legis.iowa.gov/docs/ico/section/99F.7A.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/aco/arc/8029B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9018B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1456C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1506C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1876C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2468C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2795C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2927C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3446C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3608C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4194C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4378C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4954C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4954C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5422C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6894C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
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5.5(2) Results boards, totalizators required. Each licensee shall provide and maintain computerized
totalizators and electronic boards showing odds, results, and other racing information located in plain
view of patrons.

5.5(3) Photo finish camera. A licensee shall provide two electronic photo finish devices with
mirror image to photograph the finish of each race and record the time of each racing animal in at least
hundredths of a second. The location and operation of the photo finish device must be approved by the
commission before its first use in a race. The licensee shall promptly post a photograph, on a monitor,
of each photo finish for win, place or show, or for fourth place in superfecta races, in an area accessible
to the public. The licensee shall ensure that the photo finish devices are calibrated before the first day of
each race meeting and at other times as required by the commission. On request by the commission, the
licensee shall provide, without cost, a print of a photo finish to the commission. A photo finish of each
race shall be maintained by the licensee for not less than six months after the end of the race meeting,
or such other period as may be requested by the commission.

5.5(4) Electric timing device. Any electric timing device used by the licensee shall be approved by
the commission.

5.5(5) Official scale. The licensee shall provide andmaintain in goodworking order official scales or
other approved weighing devices. The licensee shall provide to the stewards certification of the accuracy
of the scales at the beginning of each race meeting or more frequently if requested by the stewards.

5.5(6) Lighting. Each licensee shall provide and maintain adequate illumination in the barn/kennel
area, parking area, and racetrack area.

5.5(7) Fencing. The stable and kennel areas should be properly fenced as defined by the commission
and admission permitted only in accord with rules of the commission.

5.5(8) Guest passes. The licensee shall develop a policy to be approved by the stewards for the
issuance of guest passes for entrance to the kennel or stable area. The guest pass is not an occupational
license and does not permit the holder to work in any capacity or in any way confer the benefits of an
occupational license to participate in racing. The license holder sponsoring or escorting the guest shall
be responsible for the conduct of the guest pass holder.

5.5(9) Stewards. There shall be three stewards for each racing meet, two appointed by the
commission and one nominated by the licensee for approval by the commission. The names of licensees’
nominees for steward and biographical information describing the experience and qualifications of
the nominees shall be submitted no later than 45 days before commencement of a race meeting.
The commission may consider for appointment or approval a person who meets all of the following
requirements. The person shall have:

a. Engaged in pari-mutuel racing in a capacity and for a period satisfactory to the commission.
b. Satisfactorily passed an optical examination within one year prior to approval as a steward

evidencing corrected 20/20 vision and the ability to distinguish colors correctly.
c. Satisfied the commission that income, other than salary as a steward, is independent of and

unrelated to patronage of or employment by any occupational licensee under the supervision of the
steward, so as to avoid the appearance of any conflict of interest or suggestion of preferential treatment
of an occupational licensee.

5.5(10) Purse information. Each licensee shall provide to the commission at the close of each racing
meet the following purse information:

a. The identity of each person or entity to which purse money is paid by the licensee for purses
won by racing animals at the facility. This report shall include the name, residential or business address
and amount paid to that person or entity. The data should be assembled separately for Iowa and non-Iowa
addressees, and aggregates should be presented in descending order of magnitude.

b. The identity of each person or entity to which pursemoney is paid by the licensee for purses won
by Iowa-bred animals at the facility. This report shall include the name, residential or business address
and amount paid to that person or entity in supplemental funds for ownership of Iowa-bred animals.
The data should be assembled separately for Iowa and non-Iowa addressees, and aggregates should be
presented in descending order of magnitude.
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5.5(11) Designated wagering area. The designated wagering area is an area of a racetrack,
designated by a licensee and approved by the commission, in which a licensee may receive from a
person wagers of money on a horse or dog in a race selected by the person making the wagers as
designated by the commission. Modification to a previously approved plan must be submitted for
approval at least ten days prior to implementation. Exceptions to this rule must be approved in writing
by the commission.

5.5(12) Mobile pari-mutuel wagering. Pari-mutuel wagering shall be allowed outside the designated
wagering area using mobile pari-mutuel tellers with portable wagering devices and by any other method
approved in writing by the commission.
[ARC 2927C, IAB 2/1/17, effective 3/8/17; ARC 3608C, IAB 1/31/18, effective 3/7/18; ARC 4378C, IAB 3/27/19, effective 5/1/19]

491—5.6(99F) Excursion gambling boat uniform requirements.
5.6(1) Excursion gambling boat.
a. Capacity. The minimum passenger capacity necessary for an excursion gambling boat is 250.
b. Excursion boat. A self-propelled, floating “vessel” as defined by the U.S. Coast Guard may

contain more than one vessel. In order to be utilized for gaming purposes, the vessel containing the
casino must either contain a permanent means of propulsion or have its means of propulsion contained
in an attached vessel. In the event that the vessel containing the casino is propelled by a second vessel,
the boat will be considered self-propelled only when the vessels are designed, constructed, and operated
as a single unit.

c. Moored barge. “Barge” means any stationary structure approved by the commission, where
the entire gaming floor is located on or near a body of water as defined under Iowa Code section 99F.7,
subsection 1, and which facility is subject to land-based building codes rather than maritime or Iowa
department of natural resources inspection laws and regulations.

5.6(2) Excursions.
a. Length. The excursion season shall be from April 1 through October 31 of each calendar year.

An excursion boat must operate at least one excursion during the excursion season to operate during the
off-season, although a waiver may be granted by the commission in the first year of a boat’s operation
if construction of the boat was not completed in time for the boat to qualify. Excursions shall consist of
a minimum of one hour in transit during the excursion season. The number of excursions per day is not
limited. During the excursion season and the off-season, while the excursion gambling boat is docked,
passengers may embark or disembark at any time during business hours pursuant to Iowa Code section
99F.4(17).

b. Dockside completion of excursions. If, during the excursion season, the captain determines
that it would be unsafe to complete any portion of an excursion, or if mechanical problems prevent
the completion of any portion of an excursion, the boat may be allowed to remain at the dock or, if
the excursion is underway, return to the dock and conduct the gaming portion of the excursion while
dockside, unless the captain determines that passenger safety is threatened.

c. Notification. If an excursion is not completed due to reasons specified in paragraph 5.6(2)“b,”
a commission representative shall be notified as soon as is practical.

5.6(3) Drug testing of boat operators. Captains, pilots, and physical operators of excursion gambling
boats shall be drug tested, as permitted by Iowa Code section 730.5, on a continuous basis with no
more than 60 days between tests. The testing shall be conducted by a laboratory certified by the United
States Department of Health and Human Services or approved under the rules adopted by the Iowa
department of health and human services. The facility shall report positive test results to a commission
representative.
[Editorial change: IAC Supplement 11/1/23]

These rules are intended to implement Iowa Code chapters 99D and 99F.
[Filed emergency 2/24/84—published 3/14/84, effective 4/1/84]

[Filed 8/24/84, Notice 3/14/84—published 9/12/84, effective 10/17/84]
[Filed 4/5/85, Notice 2/27/85—published 4/24/85, effective 5/29/85]
[Filed emergency 10/20/86—published 11/19/86, effective 10/20/86]

https://www.legis.iowa.gov/docs/aco/arc/2927C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3608C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4378C.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.7.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.7.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.6.pdf
https://www.legis.iowa.gov/docs/ico/section/730.5.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
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[Filed 10/23/87, Notice 9/9/87—published 11/18/87, effective 12/23/87]
[Filed 11/4/88, Notice 9/21/88—published 11/30/88, effective 1/4/89]
[Filed 2/16/90, Notice 12/27/89—published 3/7/90, effective 4/11/90]
[Filed 2/15/91, Notice 1/9/91—published 3/6/91, effective 4/10/91]
[Filed emergency 3/22/93—published 4/14/93, effective 3/22/93]◊
[Filed 4/19/93, Notice 3/3/93—published 5/12/93, effective 6/16/93]
[Filed 5/21/93, Notice 4/14/93—published 6/9/93, effective 7/14/93]
[Filed 7/22/94, Notice 6/8/94—published 8/17/94, effective 9/21/94]
[Filed 5/18/95, Notice 3/29/95—published 6/7/95, effective 7/12/95]

[Filed 10/18/96, Notice 9/11/96—published 11/6/96, effective 12/11/96]
[Filed 4/10/97, Notice 2/12/97—published 5/7/97, effective 6/11/97]
[Filed 8/22/97, Notice 7/16/97—published 9/10/97, effective 10/15/97]
[Filed 5/22/98, Notice 3/25/98—published 6/17/98, effective 7/22/98]
[Filed 7/24/98, Notice 6/17/98—published 8/12/98, effective 9/16/98]

[Filed 10/26/98, Notice 9/9/98—published 11/18/98, effective 12/23/98]1

[Filed 1/21/99, Notice 12/16/98—published 2/10/99, effective 3/17/99]
[Filed 1/20/00, Notice 11/17/99—published 2/9/00, effective 3/15/00]
[Filed 7/20/00, Notice 6/14/00—published 8/9/00, effective 9/13/00]
[Filed 4/24/01, Notice 2/7/01—published 5/16/01, effective 6/20/01]
[Filed 8/22/01, Notice 6/27/01—published 9/19/01, effective 10/24/01]
[Filed 1/11/02, Notice 11/14/01—published 2/6/02, effective 3/13/02]
[Filed 7/18/02, Notice 6/12/02—published 8/7/02, effective 9/11/02]

[Filed 10/21/02, Notice 8/7/02—published 11/13/02, effective 12/18/02]
[Filed 1/17/03, Notice 12/11/02—published 2/5/03, effective 3/12/03]
[Filed 4/21/04, Notice 2/4/04—published 5/12/04, effective 6/16/04]
[Filed 9/7/04, Notice 7/7/04—published 9/29/04, effective 11/3/04]

[Filed 10/15/04, Notice 7/7/04—published 11/10/04, effective 12/15/04]
[Filed 10/17/05, Notice 8/3/05—published 11/9/05, effective 12/14/05]
[Filed 4/20/07, Notice 2/14/07—published 5/9/07, effective 6/13/07]
[Filed 1/11/08, Notice 11/7/07—published 1/30/08, effective 3/5/08]

[Filed 10/10/08, Notice 8/13/08—published 11/5/08, effective 12/10/08]
[Filed ARC 8029B (Notice ARC 7758B, IAB 5/6/09), IAB 8/12/09, effective 9/16/09]

[Editorial change: IAC Supplement 2/10/10]
[Filed ARC 9018B (Notice ARC 8726B, IAB 5/5/10), IAB 8/25/10, effective 9/29/10]
[Filed ARC 0734C (Notice ARC 0604C, IAB 2/20/13), IAB 5/15/13, effective 6/19/13]
[Filed ARC 1456C (Notice ARC 1310C, IAB 2/5/14), IAB 5/14/14, effective 6/18/14]
[Filed ARC 1506C (Notice ARC 1393C, IAB 4/2/14), IAB 6/25/14, effective 7/30/14]
[Filed ARC 1876C (Notice ARC 1770C, IAB 12/10/14), IAB 2/18/15, effective 3/25/15]
[Filed ARC 2468C (Notice ARC 2320C, IAB 12/23/15), IAB 3/30/16, effective 5/4/16]
[Filed ARC 2795C (Notice ARC 2686C, IAB 8/31/16), IAB 11/9/16, effective 12/14/16]
[Filed ARC 2927C (Notice ARC 2801C, IAB 11/9/16), IAB 2/1/17, effective 3/8/17]

[Filed ARC 3446C (Notice ARC 3255C, IAB 8/16/17), IAB 11/8/17, effective 12/13/17]
[Filed ARC 3608C (Notice ARC 3434C, IAB 11/8/17), IAB 1/31/18, effective 3/7/18]
[Filed ARC 4194C (Notice ARC 3926C, IAB 8/1/18), IAB 12/19/18, effective 1/23/19]
[Filed ARC 4378C (Notice ARC 4107C, IAB 11/7/18), IAB 3/27/19, effective 5/1/19]

[Filed Emergency ARC 4618C, IAB 8/28/19, effective 7/31/19]
[Filed ARC 4954C (Notice ARC 4822C, IAB 12/18/19), IAB 2/26/20, effective 4/1/20]

[Filed ARC 5016C (Amended Notice ARC 4807C, IAB 12/18/19; Notice ARC 4617C, IAB 8/28/19),
IAB 4/8/20, effective 5/13/20]

[Filed ARC 5422C (Notice ARC 5269C, IAB 11/18/20), IAB 2/10/21, effective 3/17/21]
[Filed ARC 6169C (Notice ARC 6056C, IAB 11/17/21), IAB 2/9/22, effective 3/16/22]
[Filed ARC 6894C (Notice ARC 6542C, IAB 9/21/22), IAB 2/22/23, effective 3/29/23]

https://www.legis.iowa.gov/docs/aco/arc/8029B.pdf
https://www.legis.iowa.gov/docs/aco/arc/7758B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9018B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8726B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0604C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1456C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1310C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1506C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1393C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1876C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1770C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2468C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2320C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2795C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2686C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2927C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2801C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3446C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3255C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3608C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3434C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4194C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3926C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4378C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4107C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4954C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4822C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4807C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4617C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5422C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5269C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6056C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6894C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6542C.pdf


IAC 11/1/23 Racing and Gaming[491] Ch 5, p.13

[Filed ARC 6895C (Notice ARC 6610C, IAB 11/2/22), IAB 2/22/23, effective 3/29/23]
[Editorial change: IAC Supplement 11/1/23]

◊ Two or more ARCs
1 Effective date of 5.1(5)“c” delayed until the end of the 1999 Session of the General Assembly by the Administrative Rules

Review Committee at its meeting held December 8, 1998.

https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6610C.pdf
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CHAPTER 8
PARI-MUTUEL WAGERING, SIMULCASTING AND ADVANCE DEPOSIT WAGERING

[Prior to 11/19/86, Racing Commission[693]]
[Prior to 11/18/87, Racing and Gaming Division[195]]

491—8.1(99D) Definitions.
“Account” means an account approved by the commission for pari-mutuel advance deposit

wagering with a complete record of credits, wagers and debits established by a licensee account holder
and managed by a licensee or ADWO.

“Administrator” means the administrator of the Iowa racing and gaming commission or the
administrator’s designee.

“Advance deposit wagering” means a method of pari-mutuel wagering in which an individual may
establish an account, deposit money into the account, and use the account balance to pay for pari-mutuel
wagering.

“Advance deposit wagering center” means an actual location, the equipment, and the staff of a
licensee, ADWO, or both involved in the management, servicing and operation of the pari-mutuel
advance deposit wagering for the licensee.

“Advance deposit wagering operator” or “ADWO” means an advance deposit wagering operator
licensed by the commission who has entered into an agreement with the licensee of the horse racetrack
in Polk County and the Iowa Horsemen’s Benevolent and Protective Association to provide pari-mutuel
advance deposit wagering.

“Alternative simulcast operator” or “ASO” means an entity licensed by the commission to provide
a system of pari-mutuel wagering at off-track betting venues at facilities licensed by the commission to
conduct gambling games in Iowa.

“Authorized receiver” means a receiver that conducts and operates a pari-mutuel wagering system
on the results of contests being held or conducted and simulcast from the enclosures of one or more host
facilities.

“Betting interest” means a number assigned to a single runner, an entry or a field for wagering
purposes.

“Board of stewards” means a board established by the administrator to review conduct by
pari-mutuel facilities and their employees that may constitute violations of the rules and statutes relating
to pari-mutuel racing. The administrator may serve as a board of one.

“Breakage” means the odd cents by which the amount payable on each dollar wagered in a
pari-mutuel pool exceeds a multiple of ten cents. “Breakage” is the net pool minus payoff.

“Commission” means the Iowa racing and gaming commission.
“Commission representative” means an employee of the commission designated to represent

the commission in matters pertaining to the operation of the mutuel department. In the absence of a
specifically appointed representative, a commission steward will perform the functions and duties of
the commission representative.

“Contest” means a race on which wagers are placed.
“Credits” means all positive inflows of money to an account.
“Dead heat” means that two or more runners have tied at the finish line for the same position in the

order of finish.
“Debits” means all negative outflow of money from an account.
“Deposit” means a payment of money into an account.
“Double” means a wager to select the winners of two consecutive races and is not a parlay and has

no connection with or relation to any other pool conducted by the facility and shall not be construed as
a “quinella double.”

“Entry” means two or more runners are coupled in a contest because of common ties and a wager
on one of them shall be a wager on all of them.
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“Exacta” (may also be known as “perfecta” or “correcta”) means a wager selecting the exact order
of finish for first and second in that contest and is not a parlay and has no connection with or relation to
any other pool conducted by the facility.

“Facility” means an entity licensed by the commission to conduct pari-mutuel wagering in Iowa.
“Field” means when the individual runners competing in a contest exceed the numbering capacity

of the totalizator and all runners of the higher number shall be grouped together. A wager on one in the
field shall be a wager on all. (No “fields” shall be allowed in greyhound racing.)

“Guest facility” means a facility which offers licensed pari-mutuel wagering on contests conducted
by another facility (the host) in either the same state or another jurisdiction.

“Host facility”means the facility conducting a licensed pari-mutuel meeting from which authorized
contests or entire performances are simulcast.

“Interstate simulcasting” means the telecast of live audio and visual signals of pari-mutuel racing
sent to or received from a state outside the state of Iowa to an authorized racing or gaming facility for the
purpose of wagering. For the purposes of this definition, “interstate” also includes foreign jurisdictions.

“Intrastate simulcasting” means the telecast of live audio and visual signals of pari-mutuel racing
conducted on a licensed pari-mutuel track within Iowa sent to or received from an authorized pari-mutuel
facility within Iowa for the purpose of pari-mutuel wagering.

“Licensee” means a horse racetrack located in Polk County operating under a license issued by the
commission.

“Licensee account holder”means any individual at least 21 years of age who successfully completed
an application and for whom the licensee or ADWO has opened an account. “Licensee account holder”
does not include any corporation, partnership, limited liability company, trust, estate or other formal or
nonformal entity.

“Minus pool” means when the total amount of money to be returned to the public exceeds what is
in the pool because of the deduction of a commission and because of the rule stipulation that no mutuel
tickets shall be paid at less than $1.05 for each $1.00 wagered.

“Mutuel department”means that area of a racetrack where wagers are made and winning tickets are
cashed and where the totalizator is installed and any area used directly in the operation of pari-mutuel
wagering.

“Mutuel manager” means an employee of the facility who manages the mutuel department.
“Net pool” means the amount remaining in each separate pari-mutuel pool after the takeout

percentage, as provided for by Iowa Code section 99D.11, has been deducted.
“Odds”means the approximate payoffs per dollar based on win pool wagering only on each betting

interest for finishing first without a dead heat with another betting interest.
“Official” means that the order of finish for the race is “official” and that payoff prices based upon

the “official” order of finish shall be posted.
“Order of finish”means the finishing order of each runner from first place to last place in each race.

For horse racing only, the order of finish may be changed by the stewards for a rule infraction prior to
posting of the official order of finish.

“Pari-mutuel pool” means the total amount of money wagered on each separate pari-mutuel pool
for payoff purposes.

“Payoff” means the amount distributed to holders of valid winning pari-mutuel tickets in each pool
as determined by the official order of finish and includes the amount wagered and profit.

“Place” means a runner finishing second.
“Place pool”means the total amount of money wagered on all betting interests in each race to finish

first or second.
“Post time” means the scheduled starting time for a contest.
“Proper identification” means a form of identification accepted in the normal course of business to

establish that the person making a transaction is a licensee account holder.
“Quinella” means a wager selecting two runners to finish first and second, regardless of the order

of finish, and is not a parlay and has no connection with or relation to any other pool conducted by the
facility.

https://www.legis.iowa.gov/docs/ico/section/99D.11.pdf
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“Quinella double”means a wager which consists of selecting the quinella in each of two designated
contests and is an entirely separate pool from all other pools and has no connection with or relation to
any other pool conducted by the facility.

“Runner” means each entrant in a contest, designated by a number as a betting interest.
“Sales transaction data” means the data between totalizator ticket-issuing machines and the

totalizator central processing unit for the purpose of accepting wagers and generating, canceling
and cashing pari-mutuel tickets and the financial information resulting from the processing of sales
transaction data, such as handle.

“Secure personal identification code”means an alpha-numeric character code provided by a licensee
account holder as a means by which the licensee or ADWO may verify a wager or account transaction
as authorized by the licensee account holder.

“Show” means a runner finishing third.
“Show pool” means the total amount of money wagered on all betting interests in each contest to

finish either first, second or third.
“Source market fee” or “host fee”means the part of a wager that is made on any race by a person who

is a licensee account holder and that is returned to the licensee and the Iowa Horsemen’s Benevolent and
Protective Association pursuant to the terms of a negotiated agreement as required by 491—8.6(99D).

“Steward” means a racing official appointed or approved by the commission to perform the
supervisory and regulatory duties relating to pari-mutuel racing.

“Superfecta” means a wager selecting the exact order of finish for first, second, third, and fourth in
that contest and is not a parlay and has no connection with or relation to any other pool conducted by
the facility.

“Totalizator” means a machine for registering wagers and computing odds and payoffs based upon
data supplied by each pari-mutuel ticket-issuing machine.

“Trifecta” means a wager selecting the exact order of finish for first, second, and third in that race
and is not a parlay and has no connection with or relation to any other pool conducted by the facility.

“Tri-superfecta” means a wager selecting the exact order of finish for first, second and third in the
first designated tri-super contest combined with selecting the exact order of finish for first, second, third
and fourth in the second designated tri-super contest.

“Twin quinella”means a wager in which the bettor selects the first two finishers, regardless of order,
in each of two designated contests. Each winning ticket for the twin quinella must be exchanged for a
free ticket on the second twin quinella contest in order to remain eligible for the second-half twin quinella
pool.

“Twin superfecta” means a wager in which the bettor selects the first four finishers, in their exact
order, in each of two designated contests. Each winning ticket for the first twin superfecta contest must
be exchanged for a free ticket on the second twin superfecta contest in order to remain eligible for the
second-half twin superfecta pool.

“Twin trifecta” means a wager in which the bettor selects the three runners that will finish first,
second, and third in the exact order as officially posted in each of the two designated twin trifecta races.

“Underpayment”means when the payoff to the public resulting from errors in calculating pools and
errors occurring in the communication in payoffs results in less money returned to the public than is
actually due.

“Win” means a runner finishing first.
“Win pool” means the total amount wagered on all betting interests in each contest to finish first.
“Withdrawal”means a payment of money from an account by the licensee or ADWO to the licensee

account holder when properly requested by the licensee account holder.
[ARC 0734C, IAB 5/15/13, effective 6/19/13; ARC 4378C, IAB 3/27/19, effective 5/1/19; ARC 4618C, IAB 8/28/19, effective
7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 5423C, IAB 2/10/21, effective 3/17/21; ARC 6169C, IAB 2/9/22,
effective 3/16/22; ARC 6894C, IAB 2/22/23, effective 3/29/23]

491—8.2(99D) General.
8.2(1) Wagering. Each facility shall conduct wagering in accordance with applicable laws and these

rules. Such wagering shall employ a pari-mutuel system approved by the commission. The totalizator

https://www.legis.iowa.gov/docs/iac/rule/491.8.6.pdf
https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4378C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5423C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6894C.pdf
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shall be tested prior to and during the meeting as required by the commission. Annually, the facility shall
have an external audit, approved by the administrator, of the totalizator system. All systems of wagering
other than pari-mutuel, such as bookmaking and auction-pool selling, are prohibited, and any person
attempting to participate in prohibited wagering shall be ejected or excluded from facility grounds.

8.2(2) Records. The facility shall maintain records of all wagering so the commission may review
such records for any contest including the opening line, subsequent odds fluctuation, the amount and at
which windowwagers were placed on any betting interest and such other information as may be required.
Such wagering records shall be retained by each facility and safeguarded for a period of time specified
by the commission. The commission may require that certain of these records be made available to the
wagering public at the completion of each contest.

The facility shall provide the commission with a list of the licensed individuals afforded access to
pari-mutuel records and equipment at the wagering facility.

8.2(3) Pari-mutuel tickets. A pari-mutuel ticket is evidence of a contribution to the pari-mutuel pool
operated by the facility and is evidence of the obligation of the facility to pay to the holder thereof such
portion of the distributable amount of the pari-mutuel pool as is represented by such valid pari-mutuel
ticket. The facility shall cash all valid winning tickets when such are presented for payment during the
course of the meeting where sold and for a specified period after the last day of the meeting as provided
in paragraph 8.2(4)“g.”

a. To be deemed a valid pari-mutuel ticket, such ticket shall have been issued by a pari-mutuel
ticket machine operated by the facility and recorded as a ticket entitled to a share of the pari-mutuel pool
and contain imprinted information as to:

(1) The name of the facility operating the meeting.
(2) A unique identifying number or code.
(3) Identification of the terminal at which the ticket was issued.
(4) A designation of the performance for which the wagering transaction was issued.
(5) The contest number for which the pool is conducted.
(6) The type(s) of wagers represented.
(7) The number(s) representing the betting interests for which the wager is recorded.
(8) The amount(s) of the contributions to the pari-mutuel pool or pools for which the ticket is

evidence.
b. No pari-mutuel ticket recorded or reported as previously paid, canceled, or nonexistent shall be

deemed a valid pari-mutuel ticket by the facility. The facility may withhold payment and refuse to cash
any pari-mutuel ticket deemed not valid, except as provided in paragraph 8.2(4)“e.”

8.2(4) Pari-mutuel ticket sales.
a. Pari-mutuel tickets shall not be sold by anyone other than a facility licensed to conduct

pari-mutuel wagering.
b. No pari-mutuel ticket may be sold on a contest for which wagering has already been closed,

and no facility shall be responsible for ticket sales entered into but not completed by issuance of a ticket
before the totalizator is closed for wagering on such contest.

c. Claims pertaining to a mistake on an issued or unissued ticket must be made by the bettor prior
to leaving the seller’s window.

d. Payment on winning pari-mutuel wagers shall be made on the basis of the order of finish as
purposely posted and declared “official.” Any subsequent change in the order of finish or award of purse
money(s) as may result from a subsequent ruling by the stewards or administrator shall in no way affect
the pari-mutuel payoff. If an error in the posted order of finish or payoff figures is discovered, the official
order of finish or payoff prices may be corrected and an announcement concerning the change shall be
made to the public.

e. The facility shall not satisfy claims on lost, mutilated, or altered pari-mutuel tickets without
authorization from the administrator.

f. The facility shall have no obligation to enter a wager into a betting pool if unable to do so due
to equipment failure.

https://www.legis.iowa.gov/docs/iac/rule/491.8.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.8.2.pdf
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g. Payment on valid pari-mutuel tickets shall be made only upon presentation and surrender to the
facility where the wager was made within 60 days following the close of the meeting during which the
wager was made. Failure to present any such ticket within 60 days shall constitute a waiver of the right
to receive payment.

8.2(5) Advance performance wagering. Rescinded IAB 2/22/23, effective 3/29/23.
8.2(6) Claims for payment from pari-mutuel pool. At a designated location, a written, verified claim

for payment from a pari-mutuel pool shall be accepted by the facility in any case where the facility has
withheld payment or has refused to cash a pari-mutuel wager. The claim shall be made on such form
as approved by the administrator, and the claimant shall make such claim under penalty of perjury. The
original of such claim shall be forwarded to the administrator within 48 hours.

a. In the case of a claimmade for payment of a mutilated pari-mutuel ticket which does not contain
the total imprinted elements required in paragraph 8.2(3)“a” of these general provisions, the facility shall
make a recommendation to accompany the claim forwarded to the administrator as to whether or not the
mutilated ticket has sufficient elements to be positively identified as a winning ticket.

b. In the case of a claim made for payment on a pari-mutuel wager, the administrator shall
adjudicate the claim and may order payment thereon from the pari-mutuel pool or by the facility, may
deny the claim, or may make such other order as the administrator may deem proper.

8.2(7) Payment for errors. If an error occurs in the payment amounts for pari-mutuel wagers which
are cashed or entitled to be cashed, and as a result of such error the pari-mutuel pool involved in the error
is not correctly distributed among winning ticket holders, the following shall apply:

a. Verification is required to show that the amount of the commission, the amount in breakage,
and the amount in payoffs are equal to the total gross pool. If the amount of the pool is more than the
amount used to calculate the payoff, the underpayment shall be added to the corresponding pool of the
next contest. If an underpayment is discovered after the close of the meeting, the underpayment shall
be held in an interest-bearing account approved by the administrator until being added, together with
accrued interest, to the corresponding pool of the next meet.

b. Any claim not filed with the facility within 30 days, inclusive of the date on which the
underpayment was publicly announced, shall be deemed waived, and the facility shall have no further
liability therefor.

c. In the event the error results in an overpayment to winning wagers, the facility shall be
responsible for such payment.

8.2(8) Betting explanation. A summary explanation of pari-mutuel wagering and each type of
betting pool offered shall be published in the program for every wagering performance. The rules
of racing relative to each type of pari-mutuel pool offered must be prominently displayed on facility
grounds and available upon request through facility representatives.

8.2(9) Display of betting information.
a. Approximate odds for win pool betting shall be posted on display devices within view of the

wagering public and updated at intervals of not more than 90 seconds.
b. The probable payoff or amounts wagered, in total and on each betting interest, for other pools

may be displayed to the wagering public at intervals and in a manner approved by the administrator.
c. Official results and payoffs must be displayed upon each contest being declared official.
8.2(10) Canceled contests. If a contest is canceled or declared “no contest,” refunds shall be granted

on valid wagers in accordance with these rules.
8.2(11) Refunds.
a. Notwithstanding other provisions of these rules, refunds of the entire pool shall be made on:
(1) Win pools, exacta pools, and first-half double pools offered in contests in which the number of

betting interests has been reduced to fewer than two.
(2) Place pools, quinella pools, trifecta pools, first-half quinella double pools, first-half twin

quinella pools, first-half twin trifecta pools, and first-half tri-superfecta pools offered in contests in
which the number of betting interests has been reduced to fewer than three.

(3) Show pools, superfecta pools, and first-half twin superfecta pools offered in contests in which
the number of betting interests has been reduced to fewer than four.

https://www.legis.iowa.gov/docs/aco/bulletin/02-22-2023.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.8.2.pdf
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b. Authorized refunds shall be paid upon presentation and surrender of the affected pari-mutuel
ticket.

8.2(12) Coupled entries and mutuel fields.
a. Contestants coupled in wagering as a coupled entry or mutuel field shall be considered part

of a single betting interest for the purpose of price calculations and distribution of pools. Should
any contestant in a coupled entry or mutuel field be officially withdrawn or scratched, the remaining
contestants in that coupled entry or mutuel field shall remain valid betting interests and no refunds will
be granted. If all contestants within a coupled entry or mutuel field are scratched, then tickets on such
betting interests shall be refunded, notwithstanding other provisions of these rules.

b. For the purpose of price calculations only, coupled entries and mutuel fields shall be calculated
as a single finisher, using the finishing position of the leading contestant in that coupled entry or mutuel
field to determine order of placing. This rule shall apply to all circumstances, including situations
involving a dead heat, except as otherwise provided by these rules.

8.2(13) Pools dependent upon betting interests. Unless the administrator otherwise provides, at the
time the pools are opened for wagering, the facility:

a. May offer win, place, and show wagering on all contests.
b. May prohibit show wagering on any contest with five or fewer betting interests scheduled to

start.
c. May prohibit place wagering on any contest with four or fewer betting interests scheduled to

start.
d. May prohibit quinella wagering on any contest with three or fewer betting interests scheduled

to start.
e. May prohibit quinella double wagering on any contests with three or fewer betting interests

scheduled to start.
f. May prohibit exacta wagering on any contest with three or fewer betting interests scheduled to

start.
g. May prohibit trifecta wagering on any contest with five or fewer betting interests scheduled to

start, or as provided in subparagraph 8.2(13)“g”(1) below:
(1) Cancel trifecta. The stewards have the authority to cancel trifecta wagering at any time they

determine an irregular pattern of wagering or determine that the conduct of the race would not be in the
interest of the regulation of the pari-mutuel wagering industry or in the public confidence in racing. The
stewards may approve smaller fields for trifecta wagering if extraneous circumstances are shown by the
facility.

(2) Reserved.
h. May prohibit superfecta and pentafecta wagering on any contest with seven or fewer betting

interests scheduled to start.
i. May prohibit twin quinella wagering on any contests with three or fewer betting interests

scheduled to start.
j. May prohibit twin trifecta wagering on any contests with seven or fewer betting interests

scheduled to start, except as provided in subparagraph 8.2(13)“g”(1).
k. May prohibit tri-superfecta wagering on any contests with seven or fewer betting interests

scheduled to start.
l. May prohibit twin superfecta wagering on any contests with seven or fewer betting interests

scheduled to start.
8.2(14) Prior approval required for betting pools.
a. A facility that desires to offer new forms of wagering must apply in writing to the administrator

and receive written approval prior to implementing the new betting pool.
b. The facility may suspend previously approved forms of wagering with the prior approval of the

administrator. Any carryover shall be held until the suspended form of wagering is reinstated. A facility
may request approval of a form of wagering or separate wagering pool for specific requirements.

8.2(15) Closing of wagering in a contest.

https://www.legis.iowa.gov/docs/iac/rule/491.8.2.pdf
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a. All wagering shall stop and all pari-mutuel machines shall be locked at post time or at the actual
start of the races. Machines shall be automatically locked, unless unusual circumstances dictate that the
stewards act differently.

b. The facility shall maintain, in good order, a system approved by the administrator for closing
wagering.

8.2(16) Complaints pertaining to pari-mutuel operations.
a. When a patron makes a complaint to a facility regarding the mutuel department, the facility

shall immediately issue a complaint report, setting out:
(1) The name of the complainant;
(2) The nature of the complaint;
(3) The name of the persons, if any, against whom the complaint was made;
(4) The date of the complaint;
(5) The action taken or proposed to be taken, if any, by the facility.
b. The facility shall submit every complaint report to the commission within five days after the

complaint was made.
8.2(17) Facility/vendor employees. All facility/vendor employees shall report immediately to the

administrator any known irregularities or wrongdoings by any person involving pari-mutuel wagering
and shall cooperate in subsequent investigations.

8.2(18) Unrestricted access. The facility shall permit the commission unrestricted access at all times
to its facilities and equipment and to all books, ledgers, accounts, documents and records of the facility
that relate to pari-mutuel wagering.

8.2(19) Totalizator breakdown. In the event of irreparable breakdown of the totalizator during the
wagering on a race, the wagering on that race shall be declared closed and the payoff shall be computed
on the sums wagered in each pool up to the time of the breakdown.

8.2(20) Minimum wager and payoff. The minimum wager to be accepted by any licensed facility
for win, place and show wagering shall be $2. The minimum payoff on a $2 wager shall be $2.10. For
all other wagers, the minimum wager to be accepted by any licensed facility shall be $1. The minimum
payoff for a $1 wager shall be $1.05. Any deviation from these minimums must be approved by the
administrator. In cases where a minus pool occurs, the facility is responsible for the payment of the
minimum payoff and no breakage shall be incurred from that pari-mutuel pool.

8.2(21) Underage wagering prohibited. No person under the age of 21 shall be permitted by any
licensed facility to purchase or cash a pari-mutuel ticket.

8.2(22) Emergency situations. In the event of an emergency in connection with the mutuel
department not covered in these rules, the pari-mutuel manager representing the facility shall report the
problem to the stewards, and the stewards shall render a full report to the administrator or administrator’s
designee within 48 hours.

8.2(23) Commission mutuel supervisor. The commission may employ a mutuel supervisor with
accounting experience to serve as the commission’s designated representative at each race meeting as
provided in Iowa Code section 99D.19. In the absence of a specifically appointed commission mutuel
supervisor, the board of stewards or simulcast steward will perform the functions and duties of the
commission.
[ARC 0734C, IAB 5/15/13, effective 6/19/13; ARC 1876C, IAB 2/18/15, effective 3/25/15; ARC 3608C, IAB 1/31/18, effective
3/7/18; ARC 5422C, IAB 2/10/21, effective 3/17/21; ARC 6895C, IAB 2/22/23, effective 3/29/23]

491—8.3(99D) Approval of pari-mutuel wagers.
8.3(1) Pools permitted. All pari-mutuel wagering pools approved by the commission shall be

separately and independently calculated and distributed. Takeout shall be deducted from each gross
pool as stipulated by Iowa Code section 99D.11. The remainder of the moneys in the pool shall
constitute the net pool for distribution as payoff on winning wagers.

8.3(2) Pari-mutuel wagering submissions. Prior to conducting a new pari-mutuel wager, a facility
shall submit proposals for the wager including, but not limited to, the wager type, calculation of payoff,
refunds and distribution of pools. The wager submission, or requests for modification to an approved

https://www.legis.iowa.gov/docs/ico/section/99D.19.pdf
https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1876C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3608C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5422C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
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wager, shall be in writing and approved by the administrator or an administrator’s designee prior to
implementation.

8.3(3) Public notice. The public shall have access to thewagering rules and the calculation of payoffs
and distribution of pools which are approved by the commission. Signage shall be conspicuously posted
in the wagering area to direct patrons to the wagering area where this information can be viewed.
[ARC 0734C, IAB 5/15/13, effective 6/19/13]

491—8.4(99D) Simulcast wagering.
8.4(1) General.
a. Rules. All simulcasting must be transmitted live, and all wagering on simulcasting shall be

made in accordance with the commission rules on pari-mutuel wagering. Commission rules in effect
during live racing shall remain in effect during simulcasting where applicable.

b. Transmission. The method used to transmit sales transaction and data including, but not limited
to, the odds, will pay, race results, and payoff prices must be approved by the commission, based upon
the determination that provisions to secure the system and transmission are satisfactory. If the method
relies on Internet service to transmit, a backup Internet service shall be used in the event of transmission
failure until all transactions are completed for the day.

c. Communication. A communication system between the host track and the receiving facility
must be provided which will allow the totalizator operator and the commission representatives at the
host track to communicate with the facility receiving the signal. The facility is responsible during the
racing program’s operating hours for reporting any problems or delays to the public.

d. Approval.
(1) All simulcasting, both interstate and intrastate, must be preapproved by the commission

or commission representative. Each facility conducting simulcasting shall submit an annual
written simulcast proposal to the commission with the application for license renewal required by
491—Chapter 1.

(2) The commission representative, upon written request, may grant modifications to the annual
simulcast proposal. The commission representative may approve or disapprove simulcast requests at
the representative’s discretion. Factors that may be considered include, but are not limited to, economic
conditions of a facility, impact on other facilities, impact on the Iowa breeding industry, other gambling
in the state, and any other considerations the commission representative deems appropriate.

(3) Once simulcast authority has been granted by the commission or commission representative, it
shall be the affirmative responsibility of the facility granted simulcast authority to obtain all necessary
permission from other jurisdictions and tracks to simulcast the pari-mutuel races. In addition, the burden
of adhering to state and federal laws concerning simulcasting rests on the facility at all times.

8.4(2) Simulcast host.
a. Every host facility, if requested, may contract with an authorized receiver for the purpose of

providing authorized users its simulcast. All contracts governing participation in interstate or intrastate
pools shall be submitted to the commission representative for prior approval. Contracts shall be of such
content and in such format as required by the commission representative.

b. A host facility is responsible for the content of the simulcast and shall use all reasonable effort
to present a simulcast which offers the viewers an exemplary depiction of each performance.

c. Unless otherwise permitted by the commission representative, every simulcast will contain in its
video content a digital display of actual time of day, the name of the host facility fromwhich the simulcast
originates, the number of the contest being displayed, and any other relevant information available to
patrons at the host facility.

d. The host facility shall maintain such security controls, including encryption over its uplink and
communications systems, as directed or approved by the commission or commission representative.

e. Financial reports shall be submitted daily or as otherwise directed by the commission
representative. Reports shall be of such content and in such format as required by the commission
representative.

8.4(3) Authorized receiver.

https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
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a. An authorized receiver shall provide:
(1) Adequate transmitting and receiving equipment of acceptable broadcast quality which shall not

interfere with the closed circuit TV system of the host facility for providing any host facility patron
information.

(2) Pari-mutuel terminals, pari-mutuel odds displays, modems and switching units enabling
pari-mutuel data transmissions, and data communications between the host and guest facilities.

(3) A voice communication system between each guest facility and the host facility providing
timely voice contact among the commission representative, placing judges, and mutuel departments.

b. The guest facility and all authorized receivers shall conduct pari-mutuel wagering pursuant to
the applicable commission rules.

c. Not less than 30 minutes prior to the commencement of transmission of the performance of
pari-mutuel contests, the guest facility shall initiate a test program of its transmitter, encryption and
decoding, and data communication to ensure proper operation of the system.

d. The guest facility shall, in conjunction with the host facility(ies) for which it operates
pari-mutuel wagering, provide the commission representative with a certified report of its pari-mutuel
operations as directed by the commission representative.

e. Every authorized receiver shall file with the commission an annual report of its simulcast
operations and an audited financial statement.

f. The mutuel manager shall notify the commission representative when the transfer of pools,
pool totals, or calculations are in question, or if partial or total cancellations occur, and shall suggest
alternatives for continued operation. Should loss of video signal occur, wagering may continue with
approval from the commission representative.
[ARC 0734C, IAB 5/15/13, effective 6/19/13; ARC 4954C, IAB 2/26/20, effective 4/1/20; ARC 6169C, IAB 2/9/22, effective 3/16/22]

491—8.5(99D) Interstate common-pool wagering.
8.5(1) General.
a. All contracts governing participation in interstate common pools shall be submitted to the

commission representative for prior approval. Financial reports shall be submitted daily or as otherwise
directed by the commission representative. Contracts and reports shall be of such content and in such
format as required by the commission representative.

b. Individual wagering transactions are made at the point of sale in the state where placed.
Pari-mutuel pools are combined for computing odds and calculating payoffs but will be held separate
for auditing and all other purposes.

c. Any surcharges or withholdings in addition to the takeout shall be applied only in the
jurisdiction otherwise imposing such surcharges or withholdings.

d. In determining whether to approve an interstate common pool which does not include the host
facility or which includes contests from more than one facility, the commission representative shall
consider and may approve use of a bet type which is not utilized at the host facility, application of a
takeout rate not in effect at the host facility, or other factors which are presented to the commission
representative.

e. The content and format of the visual display of racing and wagering information at facilities in
other jurisdictions where wagering is permitted in the interstate common pool need not be identical to
the similar information permitted or required to be displayed under these rules.

8.5(2) Guest state participation in interstate common pools.
a. With the prior approval of the commission representative, pari-mutuel wagering pools may be

combined with corresponding wagering pools in the host state or with corresponding pools established
by one or more other jurisdictions.

b. The commission representative may permit adjustment of the takeout from the pari-mutuel pool
so that the takeout rate in this jurisdiction is identical to that of the host facility or identical to that of
other jurisdictions participating in a merged pool.

c. When takeout rates in the merged pools are not identical, the net-price calculation shall be the
method by which the differing takeout rates are applied.

https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4954C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
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d. Rules established in the state of the host facility designated for a pari-mutuel pool shall apply.
e. The commission representative shall approve agreements made between the facility and other

participants in interstate common pools governing the distribution of breakage between the jurisdictions.
f. If, for any reason, it becomes impossible to successfully merge the bets placed into the interstate

common pool, the facility shall make payoffs in accordance with payoff prices that would have been in
effect if prices for the pool of bets were calculated without regard to wagers placed elsewhere, except
that, with the permission of the commission representative, the facility may alternatively determine either
to pay winning tickets at the payoff prices at the host facility or to declare such accepted bets void and
make refunds in accordance with the applicable rules.

8.5(3) Host state participation in merged pools.
a. With the prior approval of the commission representative, a facility licensed to conduct

pari-mutuel wagering may determine that one or more of its contests be utilized for pari-mutuel
wagering at guest facilities in other jurisdictions and may also determine that pari-mutuel pools in guest
jurisdictions be combined with corresponding wagering pools established by it as the host facility or
comparable wagering pools established by two or more jurisdictions.

b. When takeout rates in themerged pool are identical, the net-price calculation shall be themethod
by which the differing takeout rates are applied.

c. Rules of racing established for races held in this state shall also apply to interstate common
pools unless the commission representative specifically determines otherwise.

d. The commission representative shall approve agreements made between the facility and other
participants in interstate common pools governing the distribution of breakage between the jurisdictions.

e. Any contract for interstate common pools entered into by the facility shall contain a provision
to the effect that if, for any reason, it becomes impossible to successfully merge the bets placed in
another jurisdiction into the interstate common pool formed by the facility or if, for any reason, the
commission representative or facility determines that attempting to effect transfer of pool data from the
guest jurisdiction may endanger the facility’s wagering pool, the facility shall have no liability for any
measure taken which may result in the guest’s wagers not being accepted into the pool.

8.5(4) Takeout rates in interstate common pools.
a. With the prior approval of the commission representative, a facility wishing to participate in

an interstate common pool may change its takeout rate so as to achieve a common takeout rate with all
other participants in the interstate common pool.

b. A facility wishing to participate in an interstate common pool may request that the commission
representative approve a methodology whereby host facility and guest facility jurisdictions with different
takeout rates for corresponding pari-mutuel pools may effectively and equitably combine wagers from
the different jurisdictions into an interstate common pool.
[ARC 0734C, IAB 5/15/13, effective 6/19/13; ARC 6169C, IAB 2/9/22, effective 3/16/22]

491—8.6(99D) Advance deposit wagering.
8.6(1) Authorization to conduct advance deposit wagering.
a. A licensee may request authorization from the commission to conduct advance deposit

wagering pursuant to Iowa Code section 99D.11(6)“c” and this chapter. As part of the request, the
licensee shall submit a detailed plan of how its advance deposit wagering system would operate. The
commission may require changes in a proposed plan of operations as a condition of granting a request.
No subsequent changes in the system’s operation may occur unless ordered by the commission or until
approval is obtained from the commission after it receives a written request.

b. The commission may conduct investigations or inspections or request additional information
from the licensee as the commission deems appropriate in determining whether to allow the licensee to
conduct advance deposit wagering.

c. The licensee shall establish and manage an advance deposit wagering center.
d. The commission may issue an ADWO license to an entity that enters into an agreement with the

commission, the licensee, and the Iowa Horsemen’s Benevolent and Protective Association. The terms
of any ADWO’s license shall include but not be limited to:

https://www.legis.iowa.gov/docs/aco/arc/0734C.pdf
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(1) Any source market fees and host fees to be paid on any races subject to advance deposit
wagering.

(2) An annual ADWO license fee in an amount to be determined by the commission.
(3) Completion of all necessary background investigations.
(4) Acceptance of wagers on live races conducted at the horse racetrack in Polk County from all

of its licensee account holders.
(5) A bond or irrevocable letter of credit on behalf of the ADWO to be determined by the

commission.
(6) A detailed description and certification of systems and procedures used by the ADWO to

validate the identity and age of licensee account holders and to validate the legality of wagers accepted.
(7) Certification of prompt commission access to all records relating to licensee account holder

identity and age in hard-copy or standard electronic format acceptable to the commission.
(8) Certification of secure retention of all records related to advance deposit wagering and accounts

for a period of not less than three years or such longer period as specified by the commission.
(9) Utilization and communication of pari-mutuel wagers to a pari-mutuel system meeting all

requirements for pari-mutuel systems employed by licensed racing facilities in Iowa.
e. Commission access to and use of information concerning advance deposit wager transactions

and licensee account holders shall be considered proprietary, and such information shall not be disclosed
publicly except as may be required pursuant to statute or court order or except as part of the official
record of any proceeding before the commission. This requirement shall not prevent the sharing of this
information with other pari-mutuel regulatory authorities or law enforcement agencies for investigative
purposes.

f. For each advance deposit wager made for an account by telephone, the licensee or ADWO shall
make a voice recording of the entire transaction and shall not accept any suchwager if the voice-recording
system is inoperable. Voice recordings shall be retained for not less than six months and shall be made
available to the commission for investigative purposes.

8.6(2) Establishing an account.
a. A person must have an established account in order to place advance deposit wagers. An

account may be established in person at the licensee’s facility or with the ADWO by mail or electronic
means. For establishing an account, the application must be signed or otherwise authorized in a manner
acceptable to the commission and shall include the applicant’s full legal name, principal residence
address, telephone number, and date of birth and any other information required by the commission. The
licensee and ADWO shall have a process to verify that the player is not on the statewide self-exclusion
list set forth in Iowa Code section 99D.7(23) prior to establishing an account. The licensee and ADWO
shall review and deactivate accounts of newly enrolled participants of the statewide self-exclusion
program and comply with all other requirements set forth by the commission and in Iowa Code section
99D.7(23).

b. Each application submitted will be subject to electronic verification with respect to the
applicant’s name, principal residence address and date of birth by either a national, independent
individual reference service company or by means of a technology which meets or exceeds the reliability,
security, accuracy, privacy and timeliness provided by individual reference service companies. An
applicant’s social security number may be necessary for completion of the verification process and for
tax-reporting purposes. If there is a discrepancy between the application submitted and the information
provided by the electronic verification or if no information on the applicant is available from such
electronic verification, another individual reference service may be accessed or another technology
meeting the requirements described above may be used to verify the information provided. If these
measures prove unsatisfactory, then the applicant will be contacted and given instructions as to how
to resolve the matter.

c. The identity of a licensee account holder must be verified via electronic means or copies of
other documents before the licensee account holder may place an advance deposit wager.

https://www.legis.iowa.gov/docs/ico/section/99D.7.pdf
https://www.legis.iowa.gov/docs/ico/section/99D.7.pdf


Ch 8, p.12 Racing and Gaming[491] IAC 11/1/23

d. Each account shall have a unique identifying account number. The identifying account number
may be changed at any time by the licensee or ADWO provided that the licensee or ADWO informs the
licensee account holder in writing prior to the change.

e. The applicant shall provide the licensee or ADWO with an alpha-numeric code to be used as
a secure personal identification code when the licensee account holder is placing an advance deposit
wager. The licensee account holder has the right to change this code at any time.

f. The licensee account holder shall receive at the time the account is approved a unique account
identification number; a copy of the advance deposit wagering rules and such other information and
material pertinent to the operation of the account; and such other information as the licensee, ADWO or
commission may deem appropriate.

g. The account is nontransferable.
h. The licensee or ADWO may close or refuse to open an account for what it deems good and

sufficient reason and shall order an account closed if it is determined that information used to open an
account was false or that the account has been used in violation of these rules or the licensee’s or ADWO’s
terms and conditions.

8.6(3) Operation of an account. The ADWO shall submit operating procedures with respect to
licensee account holder accounts for commission approval. The submission shall include controls and
reasonable methods that provide for the following:

a. Written notification to the commission consistent with 491—paragraph 5.4(5)“c.”
b. The segregation of incompatible functions so that no employee is in a position to perpetrate and

conceal errors or irregularities in the normal course of the employee’s duties.
c. User access controls for all sensitive and secure, physical and virtual, areas and systems within

a wagering operation.
d. Problem gambling controls consistent with 491—subrule 5.4(12).
e. Setoff winnings of customers who have a valid lien established under Iowa Code chapter 99D.
8.6(4) Records. Licensees shall provide all information requested by the commission. Access to

this information shall be prompt, and copies of the information shall be delivered within seven days
or less as ordered or requested by the commission. The licensees shall ensure all books and records
and the retention of all books and records comply with 491—subrule 5.4(14). All records pertaining
to contests shall be available to allow for player complaint resolution. All records pertaining to the
accounts of people who registered or have account activity in Iowa shall be available to allow for audits
and investigations.
[ARC 9897B, IAB 12/14/11, effective 11/15/11; ARC 9987B, IAB 2/8/12, effective 3/14/12; ARC 0734C, IAB 5/15/13, effective
6/19/13; ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6169C, IAB 2/9/22,
effective 3/16/22; ARC 6894C, IAB 2/22/23, effective 3/29/23; ARC 6895C, IAB 2/22/23, effective 3/29/23; Editorial change: IAC
Supplement 11/1/23]

491—8.7(99D) Alternative simulcast operator.
8.7(1) Authorization to conduct alternative simulcast.
a. An entity may request authorization from the commission to conduct alternative simulcast

wagering pursuant to Iowa Code section 99D.9D and this chapter. As part of the request, the entity
shall submit a detailed plan of how its wagering system would operate. The commission may require
changes in a proposed plan of operations as a condition of granting a request. No subsequent changes in
the system’s operation may occur unless ordered by the commission or until approval is obtained from
the commission after it receives a written request.

b. The commission may conduct investigations or inspections or request additional information
from the entity as the commission deems appropriate in determining whether to allow an entity to conduct
an alternative simulcast operation.

c. The entity shall establish and manage an alternative simulcast wagering center.
d. The commission may issue an ASO license that complies with the requirements of Iowa Code

section 99D.9D and the additional criteria as established by the commission. The terms of any ASO
license shall include but not be limited to:

(1) Fees to be paid on any races subject to pari-mutuel wagering.

https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
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(2) An annual license fee in an amount to be determined by the commission.
(3) Completion of all necessary background investigations as determined by the commission.
(4) Acceptance of wagers on live races conducted at the horse racetrack in Polk County.
(5) A bond or irrevocable letter of credit on behalf of the alternative simulcast operator to be

determined by the commission.
(6) Certification of secure retention of all records related to alternative simulcast and off-track

wagering for a period of not less than three years or such longer period as specified by the commission.
(7) Utilization and communication of pari-mutuel wagers to a pari-mutuel system meeting all

requirements for pari-mutuel systems employed by licensed racing facilities in Iowa.
e. Commission access to and use of information concerning alternative simulcast and off-track

wager transactions shall be considered proprietary, and such information shall not be disclosed publicly
except as may be required pursuant to statute or court order or except as part of the official record of any
proceeding before the commission. This requirement shall not prevent the sharing of this information
with other pari-mutuel regulatory authorities or law enforcement agencies for investigative purposes.

8.7(2) Operation of an ASO. The ASO shall submit operating procedures and controls that provide
for the following:

a. Written notification to the commission consistent with 491—paragraph 5.4(5)“c.”
b. The segregation of incompatible functions so that no employee is in a position to perpetrate and

conceal errors or irregularities in the normal course of the employee’s duties.
c. User access controls for all sensitive and secure, physical and virtual, areas and systems within

a wagering operation.
d. Problem gambling controls consistent with 491—subrule 5.4(12).
e. Setoff winnings of customers who have a valid lien established under Iowa Code chapter 99D.

[ARC 6894C, IAB 2/22/23, effective 3/29/23; Editorial change: IAC Supplement 11/1/23]
These rules are intended to implement Iowa Code chapter 99D.

[Filed 4/5/85, Notice 2/27/85—published 4/24/85, effective 5/29/85]
[Filed emergency 9/4/85—published 9/25/85, effective 9/4/85]
[Filed emergency 2/27/86—published 3/26/86, effective 2/27/86]
[Filed emergency 4/14/86—published 5/7/86, effective 4/15/86]

[Filed emergency 10/20/86—published 11/19/86, effective 10/20/86]
[Filed 10/20/86, Notice 7/30/86—published 11/19/86, effective 12/24/86]

[Filed emergency 12/23/86—published 1/14/87, effective 1/14/87]
[Filed emergency 1/15/87—published 2/11/87, effective 2/6/87]

[Filed 3/6/87, Notice 1/14/87—published 3/25/87, effective 4/29/87]
[Filed 6/11/87, Notice 4/8/87—published 7/1/87, effective 8/6/87]

[Filed 10/23/87, Notice 9/9/87—published 11/18/87, effective 12/23/87]
[Filed 11/18/87, Notice 10/7/87—published 12/16/87, effective 1/20/88]

[Filed emergency 2/17/88—published 3/9/88, effective 2/17/88]
[Filed emergency 4/11/88 after Notice 2/10/88—published 5/4/88, effective 4/11/88]

[Filed 4/11/88, Notice 2/10/88—published 5/4/88, effective 6/8/88]
[Filed 5/13/88, Notice 3/9/88—published 6/1/88, effective 7/6/88]

[Filed 11/4/88, Notice 9/21/88—published 11/30/88, effective 1/4/89]
[Filed emergency 12/19/88—published 1/11/89, effective 12/23/88]
[Filed 2/17/89, Notice 1/11/89—published 3/8/89, effective 4/12/89]
[Filed 2/16/90, Notice 12/27/89—published 3/7/90, effective 4/11/90]

[Filed emergency 4/6/90—published 5/2/90, effective 4/6/90]
[Filed 5/21/90, Notice 4/4/90—published 6/13/90, effective 7/18/90]
[Filed 2/15/91, Notice 1/9/91—published 3/6/91, effective 4/10/91]

[Filed 12/6/91, Notice 10/16/91—published 12/25/91, effective 1/29/92]
[Filed emergency 3/27/92—published 4/15/92, effective 3/27/92]

[Filed 5/22/92, Notice 4/15/92—published 6/10/92, effective 7/15/92]
[Filed emergency 3/22/93—published 4/14/93, effective 3/30/93]
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[Filed 3/22/93, Notice 1/6/93—published 4/14/93, effective 5/19/93]
[Filed 5/20/94, Notice 3/30/94—published 6/8/94, effective 7/13/94]
[Filed 7/22/94, Notice 6/8/94—published 8/17/94, effective 9/21/94]
[Filed 4/21/00, Notice 2/9/00—published 5/17/00, effective 6/21/00]
[Filed 8/18/00, Notice 7/12/00—published 9/6/00, effective 10/11/00]
[Filed 9/18/00, Notice 8/9/00—published 10/18/00, effective 11/22/00]
[Filed 4/21/04, Notice 2/4/04—published 5/12/04, effective 6/16/04]
[Filed 10/17/05, Notice 8/3/05—published 11/9/05, effective 12/14/05]
[Filed Emergency ARC 9897B, IAB 12/14/11, effective 11/15/11]

[Filed ARC 9987B (Notice ARC 9808B, IAB 10/19/11), IAB 2/8/12, effective 3/14/12]
[Filed ARC 0734C (Notice ARC 0604C, IAB 2/20/13), IAB 5/15/13, effective 6/19/13]
[Filed ARC 1876C (Notice ARC 1770C, IAB 12/10/14), IAB 2/18/15, effective 3/25/15]
[Filed ARC 3608C (Notice ARC 3434C, IAB 11/8/17), IAB 1/31/18, effective 3/7/18]
[Filed ARC 4378C (Notice ARC 4107C, IAB 11/7/18), IAB 3/27/19, effective 5/1/19]

[Filed Emergency ARC 4618C, IAB 8/28/19, effective 7/31/19]
[Filed ARC 4954C (Notice ARC 4822C, IAB 12/18/19), IAB 2/26/20, effective 4/1/20]

[Filed ARC 5016C (Amended Notice ARC 4807C, IAB 12/18/19; Notice ARC 4617C, IAB 8/28/19),
IAB 4/8/20, effective 5/13/20]

[Filed ARC 5422C (Notice ARC 5269C, IAB 11/18/20), IAB 2/10/21, effective 3/17/21]
[Filed ARC 5423C (Notice ARC 5315C, IAB 12/16/20), IAB 2/10/21, effective 3/17/21]
[Filed ARC 6169C (Notice ARC 6056C, IAB 11/17/21), IAB 2/9/22, effective 3/16/22]
[Filed ARC 6894C (Notice ARC 6542C, IAB 9/21/22), IAB 2/22/23, effective 3/29/23]
[Filed ARC 6895C (Notice ARC 6610C, IAB 11/2/22), IAB 2/22/23, effective 3/29/23]

[Editorial change: IAC Supplement 11/1/23]
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CHAPTER 14
FANTASY SPORTS CONTESTS

491—14.1(99E) Definitions. As used in these rules, unless the context otherwise requires, the following
definitions apply:

“Administrator” means the administrator of the racing and gaming commission or the
administrator’s designee.

“Applicant” means an internet fantasy sports contest service provider applying for a license to
conduct internet fantasy sports contests under this chapter.

“Commission” means the state racing and gaming commission created under Iowa Code section
99D.5.

“Entry fee” means cash or cash equivalent that is required to be paid by an internet fantasy sports
contest player to an internet fantasy sports contest service provider in order to participate in a fantasy
sports contest.

“Fantasy sports contest” or “contest” means a fantasy or simulated game or contest in which:
1. The fantasy sports contest operator is not a participant in the game or contest;
2. The value of all prizes and awards offered to winning participants are established and made

known to the participants in advance of the contest;
3. All winning outcomes reflect the relative knowledge and skill of the participants;
4. The outcome shall be determined by accumulated statistical results of the performance of

individuals, including athletes in the case of sporting events; and
5. No winning outcome is solely based on the score, point spread, or any performance or

performances of any single actual team or solely on any single performance of an individual athlete or
player in any single actual event.

“Fantasy sports contest service provider” means a person, including a licensee under Iowa Code
chapter 99D, 99E or 99F, who conducts an internet fantasy sports contest as authorized by this chapter.

“Highly experienced player” means a person who has entered more than 1,000 contests conducted
by a single fantasy sports contest service provider or has won more than three fantasy sports contest
prizes of $1,000 or more from a single fantasy sports contest service provider. A fantasy sports contest
provider may declare other players a “highly experienced player” so long as the provider’s criteria for
declaration would include players previously declared a “highly experienced player” by the provider.

“Internal controls” means the fantasy sports contest service provider’s system of internal controls.
“Licensee” means any person licensed under Iowa Code section 99E.5 to conduct internet fantasy

sports contests.
“Location percentage” means, for each internet fantasy sports contest, the percentage, rounded to

the nearest tenth of a percent, equal to the total charges and fees collected from all internet fantasy sports
contest players located in this state divided by the total charges and fees collected from all participants
in the internet fantasy sports contest.

“Net revenue” means an amount equal to the total entry and administrative fees collected from all
participants entering fantasy sports contests less winnings paid to participants in the contest, multiplied
by the location percentage.

“Player” or “customer”means a person who is at least 21 years of age and participates in an internet
fantasy sports contest operated by an internet fantasy sports contest service provider.

“Prize” means anything of value, including cash or a cash equivalent, contest credits, merchandise
or entry to another contest in which a prize may be awarded.

“Script” means a list of commands that a fantasy sports-related computer program can execute and
is created by fantasy sports players, or by third parties for the use of all players, to automate processes
on a fantasy sports contest internet platform.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6895C, IAB 2/22/23, effective
3/29/23]

491—14.2(99E) Application for fantasy sports contest service provider license and licensing. A
fantasy sports contest service provider must be licensed by the commission to offer an internet fantasy

https://www.legis.iowa.gov/docs/ico/section/99D.5.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
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sports contest under Iowa Code chapter 99E. Any individuals who are required to be occupationally
licensed by the commission shall comply with the license requirements of Iowa Code section 99E.5
and rules 491—6.2(99D,99E,99F,252J) to 491—6.13(99D,99F,272D). Occupational licensees are also
subject to 491—Chapter 4.

14.2(1) Licensing standards. Standards which shall be considered when determining the
qualifications of an applicant shall include, but are not limited to, financial stability; business ability
and experience; good character and reputation of the applicant as well as all directors, officers, partners,
and employees and integrity of financial backers. For the purposes of this rule, the term “applicant”
includes each member of the board of directors or other governing body of an applicant.

a. The commission shall not grant a license to an applicant if there is substantial evidence that any
of the following apply:

(1) A license issued to the applicant to conduct internet fantasy sports contests in another
jurisdiction has been revoked, or a request for a license to conduct internet fantasy sports contests in
another jurisdiction has been denied, by an entity licensing persons to conduct such contests in that
jurisdiction.

(2) The applicant has not demonstrated financial responsibility sufficient to adequately meet the
requirements of the enterprise proposed.

(3) The applicant does not adequately disclose the true owners of the enterprise proposed.
(4) The applicant has knowingly made a false statement of a material fact to the commission.
(5) The applicant has failed tomeet amonetary obligation in connectionwith conducting an internet

fantasy sports contest.
(6) The applicant is not of good repute and moral character or the applicant has pled guilty to, or

has been convicted of, a felony.
(7) Any member of the board of directors or governing body of the applicant is not 21 years of age

or older.
b. A person who knowingly makes a false statement on the application is guilty of an aggravated

misdemeanor.
14.2(2) Application procedure. Application for an internet fantasy sports contest service provider

license shall be made to the commission on the form prescribed and published by the commission. In
addition to the application, the following must be completed and presented when the application is filed:

a. Disclosure of ownership interest, directors, or officers of applicant.
b. The identity and date of birth of each member of the board of directors or other governing body

of the applicant.
c. The identity of each director, corporate officer, owner, partner, joint venture participant,

trustee, or any other person who has any beneficial interest of 5 percent or more, direct or indirect, in
the business entity. For any of the above, as required by the administrator, the applicant or licensee shall
submit background information on forms supplied by the division of criminal investigation and any
other information the administrator may require. For purposes of this rule, the term “beneficial interest”
includes all direct and indirect forms of ownership or control, voting power, or investment power held
through any contract, lien, lease, partnership, stockholding, syndication, joint venture, understanding,
relationship (including family relationship), present or reversionary right, title or interest, or otherwise.

d. For ownership interests of less than 5 percent, the administrator may request a list of these
interests. At a minimum, the list shall include names, percentages owned, addresses, social security
numbers, and dates of birth. The administrator may request the same information required of those
individuals in subrule 14.2(1).

e. A list of employees of the aforementioned who may be conducting business directly or
indirectly on behalf of the applicant in the state of Iowa.

f. A bond or irrevocable letter of credit on behalf of the applicant or other satisfactory evidence,
as determined by the commission, of a safe and reliable means of fulfilling the applicant’s obligations to
customers and the state of Iowa in an amount determined by the commission.

14.2(3) Investigative fee.

https://www.legis.iowa.gov/docs/ico/chapter/99E.pdf
https://www.legis.iowa.gov/docs/ico/section/99E.5.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.6.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.6.13.pdf
https://www.legis.iowa.gov/docs/iac/chapter/491.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.14.2.pdf
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a. Advance payment. The department of public safety may request payment of the investigative
fee in advance as a condition to beginning the investigation.

b. Payment required. The administrator may withhold final action with respect to any application
until all investigative fees have been paid in full.

14.2(4) Application fee. A bank or cashier’s check shall be made payable to Iowa Racing and
Gaming Commission for $5,000.

14.2(5) Reporting of changes. Any and all changes in the applicant’s legal structure, directors,
officers, or the respective ownership interests must be promptly filed with the administrator.

14.2(6) Ineligibility. The administrator may deny, suspend, or revoke the license of an applicant or
licensee in which a director, corporate officer, or holder of a beneficial interest includes or involves
any person or entity which would be, or is, ineligible in any respect, such as through want of character,
moral fitness, financial responsibility, or professional qualifications, or due to failure tomeet other criteria
employed by the administrator, to participate in gaming regardless of the percentage of ownership interest
involved. The administrator may order the ineligible person or entity to terminate all relationships
with the licensee or applicant, including divestiture of any ownership interest or beneficial interest at
acquisition cost.

14.2(7) Disclosure. Disclosure of the full nature and extent of all beneficial interests may be
requested by the administrator and shall include the names of individuals and entities, the nature of
their relationships, and the exact nature of their beneficial interest.

14.2(8) Public disclosure. Disclosure is made for the benefit of the public, and all documents
pertaining to the ownership filed with the administrator shall be available for public inspection.

14.2(9) Supplementary information. Each applicant shall promptly furnish the administrator with all
additional information pertaining to the application or the applicant which the administrator may require.
Failure to supply the requested information within five days after the request has been received by the
applicant shall constitute grounds for delaying consideration of the application.

14.2(10) Requirements placed upon applicants and licensees. For purposes of this chapter, the
requirements placed upon an applicant shall become a requirement to the licensee once a license
has been granted. Every license is granted upon the condition that the license holder shall accept,
observe, and enforce the rules and regulations of the commission. It is the affirmative responsibility
and continuing duty of each officer, director, and employee of said license holder to comply with the
requirements of the application and conditions of license and to observe and enforce the rules. The
holding of a license is a privilege. The burden of proving qualifications for the privilege to receive any
license is on the licensee at all times. A licensee must accept all risks of adverse public notice or public
opinion, embarrassment, criticism, or financial loss that may result from action with respect to a license.
Licensees further covenant and agree to hold harmless and indemnify the Iowa racing and gaming
commission from any claim arising from any action of the commission in connection with that license.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.3(99E) Temporary license certificates.
14.3(1) A temporary license certificate may be issued at the discretion of the administrator.
14.3(2) Any temporary license certificate issued at the discretion of the administrator shall be valid

for a maximum of 120 calendar days from the date of issue. Failure to obtain a permanent license within
the designated time may result in revocation of license eligibility, fine, or suspension.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.4(99E)Withdrawal of application. Awritten notice of withdrawal of application may be filed
by an applicant at any time prior to final action. No application shall be permitted to be withdrawn unless
the administrator determines the withdrawal to be in the public interest. No fee or other payment relating
to any application shall become refundable by reason of withdrawal of the application.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.5(99E) Fees.

https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
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14.5(1) Initial license. Once the commission is satisfied that the requirements of this chapter have
been met, an applicant will be granted an initial license for up to three years.

14.5(2) Annual license fee. After the initial licensing period, a licensee shall pay an annual fee of
$1,000 for licensees with a yearly adjusted gross revenue under $150,000 or $5,000 for licensees with
a yearly adjusted gross revenue of $150,000 or greater. The administrator shall set the time period
for determining a licensee’s adjusted gross revenue. Licenses must be renewed annually in a manner
established by the commission.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.6(99E) Taxes.
14.6(1) The licensee shall pay a tax rate pursuant to Iowa Code section 99E.6 on adjusted revenue

from fantasy sports contests. “Adjusted revenue” means the amount equal to the total charges and fees
collected from all participants entering the fantasy sports contest less winnings paid to participants in
the contest, multiplied by the location percentage defined in Iowa Code section 99E.1. Charges and fees
returned to participants due to a participant withdrawing the participant’s entry from a fantasy sports
contest shall not be considered when calculating the adjusted revenue. Contests resulting in negative
adjusted revenue shall be considered promotional in nature and cannot be used to offset taxes owed
pursuant to Iowa Code section 99E.6.

14.6(2) Voided and canceled transactions are not considered receipts for the purpose of this
calculation.

14.6(3) Any offering used to directly participate in a contest shall be considered receipts for the
purpose of this calculation.

14.6(4) Any other fee collected to participate in a fantasy sports contest shall be subject to the
wagering tax pursuant to Iowa Code section 99E.6.

14.6(5) All moneys collected for and owed to the state of Iowa under Iowa Code chapter 99E for
the payment of fantasy sports contests shall be accounted for and itemized on a monthly basis, in a
format approved by the commission, by noon on Wednesday following a gaming week’s end as defined
by 491—subparagraph 5.4(10)“b”(1) in which the completed gaming week includes the last day of the
month. All fantasy sports contest fees owed shall be received in the treasurer’s office by 11 a.m. on the
Thursday after accounting and itemization is due in the commission office.

14.6(6) Fantasy sports operators shall provide additional reports, as determined necessary by the
administrator, that detail the taxes collected in accordance with this rule. Reports shall be provided to
the commission in a format approved by the administrator. The administrator shall provide written notice
to any licensee if additional reports are determined necessary. In addition, the administrator shall provide
adequate time to any licensee if a report needs to be created to satisfy this requirement.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 5422C, IAB 2/10/21, effective
3/17/21]

491—14.7(99E) Account registration. A person must have an established account in order to
participate in fantasy sports contests. To establish an account, an application for an account shall be
authorized in a manner approved by the administrator and shall include the applicant’s full legal name,
principal residential address, date of birth and any other information required by the commission. The
account registration process shall also include:

14.7(1) Age verification to prevent persons under the legal age from participating in fantasy sports
contests and establishing an account.

14.7(2) Customer verification of legal name, physical address and age to correctly identify account
holders.

14.7(3) Verification that the customer is not on the statewide self-exclusion list set forth in Iowa
Code section 99F.4(22) prior to establishing an account.

14.7(4) Availability and acceptance of a set of terms and conditions that are also readily accessible
to the customer before and after registration and noticed when updated. Notices shall include, at a
minimum, the following:

https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
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a. Explanation of rules in which any unrecoverable malfunctions of hardware/software are
addressed including, but not limited to, if the unrecoverable malfunction, fantasy sports event
cancellation, or any other catastrophic malfunction results in the voiding of any contests.

b. Procedures to deal with interruptions caused by the suspension of data flow from the network
server during a contest.

c. Specifications advising customers to keep their account credentials secure.
d. Statement that no underage individuals are permitted to participate in contests.
14.7(5) Availability and acceptance of a privacy policy that is also readily accessible to the customer

before and after registration and noticed when updated that includes, at a minimum, the following:
a. Statement of information that is collected, the purpose for information collection and the

conditions under which information may be disclosed.
b. Statement that any information obtained in respect to customer registration or account

establishment must be done in compliance with the privacy policy.
c. Requirement that any information about customer accounts which is not subject to disclosure

pursuant to the privacy policy must be kept confidential, except where the release of that information is
required by law.

d. Requirement that all customer information must be securely erased from hard disks, magnetic
tapes, solid state memory and other devices before the device is properly disposed of by the licensee. If
erasure is not possible, the storage device must be destroyed.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.8(99E) Fantasy sports contest service provider requirements.
14.8(1) Internal controls. Licensees shall submit a description of internal controls to the

administrator. The submission shall be made at least 30 days before fantasy sports contest operations are
to commence unless otherwise approved by the administrator. All internal controls must be approved
by the administrator prior to commencement of contest operations. The service provider shall submit
to the administrator any changes to the internal controls previously approved at least 15 days before
the changes are to become effective unless otherwise directed by the administrator. It shall be the
affirmative responsibility and continuing duty of each licensee and its employees to follow and comply
with all internal controls. The submission shall include controls and reasonable methods that comply
with and provide for:

a. Prevention of employees of the internet fantasy sports contest service provider and relatives
living in the same household of such employees from competing in any internet fantasy sports contest
on the service provider’s digital platform in which the service provider offers a prize to the public.

b. Verification that any fantasy sports contest player is 21 years of age or older.
c. Restriction of entries from coaches, officials, athletes, contestants, or other individuals who

participate in a game or contest that is the subject of an internet fantasy sports contest in which the
outcome is determined, in whole or in part, by the accumulated statistical results of a team of individuals
in the game or contest in which they participate.

d. An easy and obvious method for a player to make a complaint and to enable the player to notify
the commission if such complaint has not been or cannot be resolved by the licensee.

e. Measures used to determine the true identity, date of birth, and address of each player seeking
to open an account.

f. Standards and procedures used to monitor fantasy sports contests to detect the use of
unauthorized scripts and restrict players found to have used such scripts from further fantasy sports
contests.

g. Prevention of unauthorized withdrawals from a registered player’s account by the service
provider or others.

h. How the service provider will accept wagers within the permitted boundary.
i. How the service provider will segregate fantasy sports contest player funds from operational

funds.
j. Protection of a fantasy sports contestant’s personal and private information.

https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
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14.8(2) Records. Licensees shall provide all information requested by the commission. Access to
this information shall be prompt, and copies of the information shall be delivered within seven days
or less as ordered or requested by the commission. The licensees shall ensure all books and records
and the retention of all books and records comply with 491—subrule 5.4(14). All records pertaining
to contests shall be available to allow for player complaint resolution. All records pertaining to the
accounts of persons who registered or have account activity in Iowa shall be available to allow for audits
and investigations.

14.8(3) Reporting. The licensee shall provide prompt notification of any facts which the licensee has
reasonable grounds to believe indicate a violation of law or commission rule committed by licensees,
their key persons, or their employees, including without limitation the performance of licensed activities
different from those permitted under their license. The licensee is also required to provide a detailed
written report within seven business days, or a time frame otherwise approved by the administrator,
from the discovery for any of the following:

a. Criminal or disciplinary proceedings commenced against the service provider or its employees
in connection with its operations;

b. Abnormal contest activity or patterns that may indicate a concern about the integrity of an
internet fantasy sports contest;

c. Any other conduct with the potential to corrupt an outcome of an internet fantasy sports contest
for purposes of financial gain, including but not limited to match fixing;

d. Suspicious or illegal internet fantasy sports contest activities, including the use of funds derived
from illegal activity, deposits of money to enter an internet fantasy sports contest to conceal or launder
funds derived from illegal activity;

e. The use of agents to enter an internet fantasy sports contest or use of false identification.
14.8(4) Technical and testing requirements.
a. Initial testing. All equipment and systems integral to the conduct of fantasy sports contests

shall be tested and certified for compliance with commission rules and the standards required by a
commission-designated independent testing laboratory. Certification and commission approval must be
received prior to the use of any equipment or system to conduct a fantasy sports contest. The commission
may designate more than one independent testing laboratory.

b. Change control. The fantasy sports contest service providers shall submit change control
processes that detail evaluation procedures for all updates and changes to equipment and systems
to the administrator for approval. These processes shall include details for identifying criticality of
updates and determining of submission of updates to an independent testing laboratory for review and
certification.

c. Annual testing.
(1) A system integrity and security risk assessment shall be performed annually on the fantasy

sports contest system.
1. The testing organization must be independent of the licensee and shall be qualified by the

administrator.
2. The system integrity and security risk assessment shall be completed no later than March 31

of each year. Results shall include a remediation plan to address any risks identified during the risk
assessment.

3. Results from the risk assessment shall be submitted to the administrator no later than 60 days
after the assessment is completed.

4. The risk assessment shall be conducted in accordance with current and accepted industry
standard review requirements for risk assessments.

5. The risk assessment shall include a review of licensee controls. Review of controls shall include
but not be limited to a comparison of licensee controls to industry standard and best practice controls,
and an audit of the licensee processes for compliance with those controls.

(2) At the discretion of the administrator, additional assessments or specific testing criteria may be
required.

https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
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d. Limit on number of websites and platforms. A fantasy sports contest service provider is
authorized to conduct no more than two websites or platforms maintained and operated by the service
provider.

14.8(5) Operating requirements. A fantasy sports contest service provider shall ensure the
following:

a. Players winning fantasy sports contests shall have winning funds deposited into their player
account or be paid by other means approved by the administrator within 48 hours from the end of the
contest. Players shall have a fee-free method to deposit or withdraw funds from their player account. If
funds are unable to be placed in a player’s account, the fantasy sports contest service provider shall mail
the funds to the player’s address on file within ten days.

b. Player withdrawal of funds maintained in the player account shall be completed within five
business days of the request unless the licensed fantasy sports contest service provider believes, in good
faith, that the player engaged in fraud or other illegal activity pursuant to Iowa Code chapter 99D, 99E
or 99F.

c. Procedures allow for a player to close an account and to access the player’s history, including
all fantasy sports contests in which the player participated.

d. Employees of the licensee are prohibited from participation in any fantasy sports contest offered
by the licensee in which a cash prize is offered to the public. This includes prohibiting relatives living
in the same household as such employees from competing in any fantasy sports contests offered by any
licensee.

e. Prohibition of the sharing of confidential information that could affect fantasy sports contest
play with third parties until the information is made publicly available.

f. Players are allowed to voluntarily self-exclude in compliancewith IowaCode section 99F.4(22),
and a fantasy sports contest service provider shall follow all resolutions associated with the process.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 5423C, IAB 2/10/21, effective
3/17/21; ARC 6169C, IAB 2/9/22, effective 3/16/22; ARC 6895C, IAB 2/22/23, effective 3/29/23]

491—14.9(99E) Contest rules.
14.9(1) Prior to conducting a new type of fantasy sports contest, a fantasy sports contest service

provider shall submit proposed contest rules to the administrator. The contest submission shall be in
writing and approved by the administrator prior to implementation. The administrator shall approve,
deny, or request further information within three business days of submission. If the administrator takes
no action within that period, the fantasy sports contest service provider may offer the requested contest
unless the administrator issues a subsequent disapproval. Once a contest is approved, the contest is
available for all fantasy sports contest service providers unless the contest format is subsequently
disapproved by the administrator for any reason the commission deems appropriate. Fantasy sports
contest service providers may offer minor variations of an approved contest type without seeking
administrator approval. Minor variations include:

a. Offering the contest format for any sport, league, association or organization previously
approved by the administrator for any fantasy sports contest type;

b. The size of the contest and number of entries permitted;
c. Nonmaterial changes to entry fee and prize structure;
d. The number of athletes that a contestant selects to fill a roster when completing an entry;
e. The positions that must be filled when completing an entry;
f. Adjustments to the scoring system; and
g. Adjustments to a salary cap.
14.9(2) Licensees are required to comply with and ensure the following:
a. Advertisements for contests and prizes offered by a licensee shall not target prohibited

participants, underage persons, or self-excluded persons.
b. The values of all prizes and awards offered to winning players must be established and made

known to the players in advance of the contest.

https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99E.pdf
https://www.legis.iowa.gov/docs/ico/chapter/2019/99F.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5423C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
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c. Introductory procedures for players are prominently displayed on themain page of the licensee’s
platform to explain contest play and how to identify a highly experienced player.

d. Identification of all highly experienced players in every fantasy sports contest by a symbol
attached to the players’ usernames, or by other easily visible means, on all platforms supported by the
licensee.

e. Contests are not offered based on the performance of participants in high school or youth sports
events.

f. Representations or implications about average winnings from contests shall not be unfair or
misleading.

g. Prohibition of the use of unauthorized third-party scripts or unauthorized scripting programs
for any contest and ensure that measures are in place to deter, detect, and prevent cheating to the extent
reasonably possible. “Cheating” includes collusion and the use of cheating devices, including the use of
software programs that submit entry fees or adjust the athletes selected by a player.

h. Prominent display of information about the maximum number of entries that may be submitted
for that contest for all advertised fantasy sports contests.

i. Disclosure of the number of entries that a player may submit to each fantasy sports contest and
provide reasonable steps to prevent players from submitting more than the allowable number.

j. Opportunity for players to file a patron dispute.
k. Conspicuously disclose the source of the data utilized in any results.

[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6895C, IAB 2/22/23, effective
3/29/23]

491—14.10(99E) Segregation account requirements and financial reserves.
14.10(1) Segregation. Fantasy sports contest service providers shall segregate all fantasy sports

contest player funds from operational funds.
14.10(2) Financial reserves. For the protection of the funds of contest participants held in paid

fantasy sports accounts, the fantasy sports contest service provider shall maintain a reserve in the form
of cash, cash equivalents, an irrevocable letter of credit, payment processor reserves and receivables, a
bond, or a combination thereof in the amount of the deposits in internet fantasy sports contest player
accounts.

a. The method of reserve shall be submitted and approved by the commission prior to
implementation.

b. The amount of the reserve shall be equal to, at a minimum, the sum of all registered players’
funds held in player accounts originating in Iowa.

c. If, at any time, the licensee’s total reserve is less than the amount required by the reserve
calculation, the licensee shall notify the commission of this deficiency within 72 hours.

d. Each licensee shall continuously monitor and maintain a record of all player deposits and the
licensee’s cash reserves to ensure compliance with the cash reserves requirement.

e. The licensee shall provide the commissionwith documentation including the amount of deposits
in players’ accounts and the amount in cash reserves as of the last day of each month. The information
is due by the fifteenth day of the month for the preceding month.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6169C, IAB 2/9/22, effective 3/16/22]

491—14.11(99E) Annual audit. An audit of the fantasy sports contest operations for the licensee or
parent company of the licensee shall be conducted by certified public accountants authorized to practice
in the state of Iowa and provided to the commission within 180 days of the licensee’s fiscal year and
meet the following conditions:

14.11(1) Inclusion of an internal control letter, audited balance sheet, and audited profit-and-loss
statement including a breakdown of expenditures and subsidiaries of fantasy sports contest activities.

14.11(2) Inclusion of a supplement schedule indicating financial activities on a calendar-year basis
if the licensee’s fiscal year does not correspond to the calendar year.

14.11(3) Report of any material errors, irregularities that may be discovered during the audit, or
notice of any audit adjustments.

https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
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14.11(4) Availability, upon request, of an engagement letter for the audit between the licensee or
parent company of the licensee and the auditing firm.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.12(99E) Abandoned accounts.
14.12(1) Abandoned player accounts under this rule are subject to Iowa Code chapter 556. Player

accounts are considered abandoned if no activity by the account holder has occurred for three years.
Player activity includes entering a contest, making an account deposit, or withdrawing funds.

14.12(2) No internet fantasy sports contest service provider shall charge an administration fee or
maintenance fee for any inactive player account derived from state of Iowa residents at any time for any
reason.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

491—14.13(99E) Problem gambling.
14.13(1) The licensee shall adopt and implement the following:
a. Policies and procedures designed to identify compulsive play.
b. Policies and procedures designed to comply with the process established by the commission

pursuant to Iowa Code section 99F.4(22).
c. Policies and procedures designed to cooperate with the Iowa gambling treatment program in

creating and establishing controls.
d. Policies and procedures designed to make information available to customers concerning

assistance for compulsive play in Iowa, including websites or toll-free numbers directing customers to
reputable resources containing further information, which shall be free of charge.

e. A process for players to easily impose limitations or notifications for deposits and monetary
participation in a contest. Limitations must be applied automatically, take effect immediately, and
be implemented as indicated by the player. No changes can be made reducing the severity of the
self-imposed limitations for at least 24 hours.

f. A process for players to easily self-exclude for a specified period of time and indefinitely.
Self-exclusions must be applied automatically, take effect immediately, and be implemented as indicated
by the player. No changes can be made to reduce the severity of the self-exclusion limitations for at least
24 hours. In the event of indefinite self-exclusion, the licensee must ensure that the player is paid in full
for the player’s account balance within a reasonable time provided that the licensee acknowledges that
the funds have cleared. Players must be easily and obviously directed via a link to exclude themselves
pursuant to Iowa Code section 99F.4(22). This control does not supersede the requirements set forth in
Iowa Code section 99F.4(22).

g. A process to review and deactivate accounts of newly enrolled participants of the statewide
self-exclusion program set forth in Iowa Code section 99F.4(22). The licensee must ensure that the
player is paid in full for the player’s account balance provided that the licensee acknowledges that the
funds have cleared.

14.13(2) The licensee shall also include on the internet site or mobile application the statewide
telephone number of the Iowa department of health and human services to provide problem gambling
information and extensive responsible gaming features in addition to those described in Iowa Code
section 99F.4(22).

14.13(3) Money forfeited by a voluntarily excluded person pursuant to Iowa Code section 99F.4(22)
shall be withheld by the licensee and remitted to the general fund of the state by the licensee.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20; ARC 6169C, IAB 2/9/22, effective
3/16/22; Editorial change: IAC Supplement 11/1/23]

491—14.14(99E) Licensing of internet fantasy sports contest service providers.
14.14(1) Operation. The internet fantasy sports contest service provider shall submit the following

for commission approval:
a. Internal controls for the operation of the account.

https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/ico/chapter/556.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
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b. A detailed description and certification of systems and procedures used by the internet fantasy
sports contest service provider to validate the identity, age and location of licensee account holders and
to validate the legality of wagers accepted.

c. Certification of secure retention of all records related to internet fantasy sports contests and
accounts for a period of not less than three years or such longer period as specified by the commission.

d. Certification of prompt commission access to all records relating to account holder identity, age
and location in hard-copy or standard electronic format acceptable to the commission.

e. Verification that the player is not on the statewide voluntary self-exclusion list set forth in Iowa
Code section 99F.4(22) prior to establishing an account.

14.14(2) Record keeping.
a. Record storage required. Internet fantasy sports contest service providers shall maintain

adequate records of business operations, which shall be made available to the administrator upon
request. These records shall include:

(1) All correspondence with the administrator and other governmental agencies on the local, state,
and federal level.

(2) All correspondence between the licensee and any of its customers who are applicants or
licensees under Iowa Code chapter 99E.

(3) Financial records of all transactions with players and all other licensees under these regulations.
b. Record retention. The records listed in paragraph 14.14(2)“a” shall be retained as required by

491—subrule 5.4(14).
14.14(3) Violation of laws or regulations. Violation of any provision of any laws of the state or of

the United States of America or of any rules of the commission may constitute an unsuitable method
of operation, subjecting the licensee to limiting, conditioning, restricting, revoking or suspending the
license, or fining the licensee, or any combination of the above. The commission has the discretion to
suspend fantasy sports contest operations of its licensees by written order if necessary.
[ARC 4618C, IAB 8/28/19, effective 7/31/19; ARC 5016C, IAB 4/8/20, effective 5/13/20]

These rules are intended to implement Iowa Code chapters 99D, 99E and 99F.
[Filed Emergency ARC 4618C, IAB 8/28/19, effective 7/31/19]

[Filed ARC 5016C (Amended Notice ARC 4807C, IAB 12/18/19; Notice ARC 4617C, IAB 8/28/19),
IAB 4/8/20, effective 5/13/20]

[Filed ARC 5422C (Notice ARC 5269C, IAB 11/18/20), IAB 2/10/21, effective 3/17/21]
[Filed ARC 5423C (Notice ARC 5315C, IAB 12/16/20), IAB 2/10/21, effective 3/17/21]
[Filed ARC 6169C (Notice ARC 6056C, IAB 11/17/21), IAB 2/9/22, effective 3/16/22]
[Filed ARC 6895C (Notice ARC 6610C, IAB 11/2/22), IAB 2/22/23, effective 3/29/23]

[Editorial change: IAC Supplement 11/1/23]

https://www.legis.iowa.gov/docs/ico/section/99F.4.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99E.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.14.14.pdf
https://www.legis.iowa.gov/docs/iac/rule/491.5.4.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99D.pdf
https://www.legis.iowa.gov/docs/ico/chapter/99F.pdf
https://www.legis.iowa.gov/docs/aco/arc/4618C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5016C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4807C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4617C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5422C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5269C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5423C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5315C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6169C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6056C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6895C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6610C.pdf
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REVENUE DEPARTMENT[701]
Created by 1986 Iowa Acts, chapter 1245.

TITLE I
ADMINISTRATION

CHAPTER 1
CONVERSION CHART

CHAPTER 2
Reserved

CHAPTER 3
VOLUNTARY DISCLOSURE PROGRAM

3.1(421,422,423) Voluntary disclosure program

CHAPTER 4
Reserved

CHAPTER 5
PUBLIC RECORDS AND FAIR INFORMATION PRACTICES

5.1(17A,22,421,422) Definitions
5.2(17A,22,421,422) Statement of policy
5.3(17A,22,421,422) Requests for public records
5.4(17A,22,421,422) Access to confidential records
5.5(17A,22,421,422) Requests for treatment of a record as a confidential record and its withholding

from examination
5.6(17A,22,421,422) Consensual disclosure of confidential records
5.7(17A,22,421,422) Tax information disclosure designation
5.8(17A,22,421,422) Disclosures without the consent of the subject
5.9(17A,22,421,422) Release to subject or owner of record
5.10(17A,22,421,422) Personally identifiable information collected and stored by the department
5.11(17A,22,421,422) Retention of submitted documents
5.12(17A,22,421,422) Limited applicability

CHAPTER 6
ORGANIZATION

6.1(17A) Establishment of the department
6.2(17A) Mission
6.3(17A) Office
6.4(17A) Department Internet website
6.5(17A) Organization of the department

CHAPTER 7
APPEALS, TAXPAYER REPRESENTATION, AND OTHER ADMINISTRATIVE PROCEDURES
7.1(421,17A) Applicability and scope of rules
7.2(421,17A) Definitions
7.3(17A) How to submit an appeal, petition or related documents; service
7.4(17A) Time requirements for filings
7.5(17A) Form and style of documents
7.6(17A,22,421,422) Authorized representatives—powers of attorney and representative

certifications
7.7(17A) Docket
7.8(17A) Identifying details, requests for redaction
7.9(17A) Appeals
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7.10(17A) Resolution of tax liability
7.11(17A) Informal stage of the appeals process
7.12(17A,421) Dismissal of appeals
7.13(17A,421) Expedited hearings and demands to waive informal proceedings
7.14(17A) Answer
7.15(17A) Subpoenas
7.16(17A) Commencement of contested case proceedings
7.17(17A) Discovery
7.18(17A) Prehearing conference
7.19(17A) Contested case proceedings
7.20(17A) Interventions
7.21(17A) Record and transcript
7.22(17A) Application for rehearing
7.23(17A) Ex parte communications and disqualification
7.24(17A) Declaratory order—in general
7.25(17A) Department procedure for rule making
7.26(17A) Public inquiries on rule making and the rule-making records
7.27(17A) Criticism of rules
7.28(17A) Waiver of certain department rules
7.29(17A) Petition for rule making
7.30(9C,91C) Procedure for nonlocal business entity bond forfeitures
7.31(421) Abatement of unpaid tax
7.32(421) Time and place of taxpayer interviews
7.33(421) Mailing to the last-known address or personal delivery of notices of assessment

and refund denial letters
7.34 Reserved
7.35(421) Taxpayer designation of tax type and period to which voluntary payments are

to be applied
7.36(421) Tax return preparers
7.37(441) Appeals of director’s rejection of assessor appointment or reappointment
7.38(441) Appeals and hearings regarding the director’s intent to remove a member of the

board of review
7.39(17A) Licenses

CHAPTER 8
FORMS AND COMMUNICATIONS

8.1(17A,421) Definitions
8.2(17A,421) Department forms
8.3(17A,421) Substitute forms
8.4(17A) Description of forms
8.5(422) Electronic filing of Iowa income tax returns
8.6(421) Electing to receive communications in electronic format in lieu of paper
8.7(422,533) Mandatory electronic filing for certain taxpayers

CHAPTER 9
Reserved

CHAPTER 10
INTEREST, PENALTY, EXCEPTIONS TO PENALTY, AND JEOPARDY ASSESSMENTS

10.1(421) Definitions
10.2(421) Interest
10.3(422,423,450,452A) Interest on refunds and unpaid tax
10.4(421) Frivolous return penalty
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10.5(421) Improper receipt of credit, refund, exemption, reimbursement, rebate, or other
payment or benefit

10.6(421) Penalties
10.7(421) Waiver of penalty
10.8(421) Tax return extension in disaster areas
10.9(421) Failure to file penalty
10.10 to 10.19 Reserved

RETAIL SALES
10.20 to 10.29 Reserved

USE
10.30 to 10.39 Reserved

INDIVIDUAL INCOME
10.40 to 10.49 Reserved

WITHHOLDING
10.50 to 10.55 Reserved

CORPORATE
10.56 to 10.65 Reserved

FINANCIAL INSTITUTIONS
10.66 to 10.70 Reserved

MOTOR FUEL
10.71(452A) Penalty and enforcement provisions
10.72(452A) Interest
10.73 to 10.75 Reserved

CIGARETTES AND TOBACCO
10.76(453A) Penalties
10.77(453A) Interest
10.78 Reserved
10.79(453A) Request for statutory exception to penalty
10.80 to 10.84 Reserved

INHERITANCE
10.85 to 10.89 Reserved

IOWA ESTATE
10.90 to 10.95 Reserved

GENERATION SKIPPING
10.96 to 10.100 Reserved

FIDUCIARY INCOME
10.101 to 10.109 Reserved

HOTEL AND MOTEL
10.110 to 10.114 Reserved

ALL TAXES
10.115(421) Application of payments to penalty, interest, and then tax due for payments made

on or after January 1, 1995, unless otherwise designated by the taxpayer
JEOPARDY ASSESSMENTS

10.116(422,453B) Jeopardy assessments
10.117(422,453B) Procedure for posting bond
10.118(422,453B) Time limits
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10.119(422,453B) Amount of bond
10.120(422,453B) Posting of bond
10.121(422,453B) Order
10.122(422,453B) Director’s order
10.123(422,453B) Type of bond
10.124(422,453B) Form of surety bond
10.125(422,453B) Duration of the bond
10.126(422,453B) Exoneration of the bond

CHAPTER 11
ADMINISTRATION

11.1(422,423) Definitions
11.2(422,423) Statute of limitations
11.3(422,423) Credentials and receipts
11.4(422,423) Retailers required to keep records
11.5(422,423) Audit of records
11.6(422,423) Billings
11.7(422,423) Collections
11.8(422,423) No property exempt from distress and sale
11.9(422,423) Information confidential
11.10(423) Bonding procedure

CHAPTERS 12 to 19
Reserved

CHAPTER 20
FILING AND EXTENSION OF TAX LIENS

AND CHARGING OFF UNCOLLECTIBLE TAX ACCOUNTS
20.1(422,423) Definitions
20.2(422,423) Lien attaches
20.3(422,423) Purpose of filing
20.4(422,423) Place of filing
20.5(422,423) Time of filing
20.6(422,423) Period of lien
20.7(422,423) Fees

CHAPTER 21
FEDERAL OFFSET FOR IOWA INCOME TAX OBLIGATIONS

21.1(421,26USC6402) Purpose and general application of offset of a federal tax overpayment to
collect an Iowa income tax obligation

21.2(421,26USC6402) Definitions
21.3(421,26USC6402) Prerequisites for requesting a federal offset
21.4(421,26USC6402) Procedure after submission of evidence
21.5(421,26USC6402) Notice by Iowa to the Secretary to request federal offset
21.6(421,26USC6402) Erroneous payments to Iowa
21.7(421,26USC6402) Correcting and updating notice to the Secretary

CHAPTER 22
COLLECTION OF DEBTS OWED THE STATE

OF IOWA OR A STATE AGENCY
22.1(421) Definitions
22.2(421) Scope and purpose
22.3(421) Participation guidelines
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22.4(421) Duties of the agency
22.5(421) Duties of the department—performance of collection
22.6(421) Payment of collected amounts
22.7(421) Reimbursement for collection of liabilities
22.8(421) Confidentiality of information
22.9(421) Subpoena of records from public or private utility companies

CHAPTER 23
DEBT COLLECTION AND SELLING OF PROPERTY

TO COLLECT DELINQUENT DEBTS
23.1(421,422,626,642) Definitions
23.2(421,422,626,642) Sale of property
23.3(421,422,626,642) Means of sale

CHAPTER 24
LICENSE SANCTIONS FOR COLLECTION OF DEBTS OWED THE STATE OF IOWA OR

A STATE AGENCY
24.1(272D) Definitions
24.2(272D) Purpose and use
24.3(272D) Challenge to issuance of certificate of noncompliance
24.4(272D) Use of information
24.5(272D) Notice to person of potential sanction of license
24.6(272D) Conference
24.7(272D) Issuance of certificate of noncompliance
24.8(272D) Stay of certificate of noncompliance
24.9(272D) Written agreements
24.10(272D) Decision of the unit
24.11(272D) Withdrawal of certificate of noncompliance
24.12(272D) Certificate of noncompliance to licensing authority
24.13(272D) Requirements of the licensing authority
24.14(272D) District court hearing

CHAPTER 25
CHALLENGES TO ADMINISTRATIVE LEVIES AND

PUBLICATION OF NAMES OF DEBTORS
25.1(421) Definitions
25.2(421) Administrative levies
25.3(421) Challenges to administrative levies
25.4(421) Form and time of challenge
25.5(421) Issues that may be raised
25.6(421) Review of challenge
25.7(421) Actions where there is a mistake of fact
25.8(421) Action if there is not a mistake of fact
25.9 to 25.15 Reserved
25.16(421) List for publication
25.17(421) Names to be published
25.18(421) Release of information

CHAPTER 26
SETOFF OF QUALIFYING DEBTS OWED TO PUBLIC AGENCIES

26.1(421) Minimum qualifying debt amounts accepted
26.2(421) Minimum setoff amount
26.3(421) Memorandum of understanding required
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26.4(421) Certification to the department
26.5(421) Notification of change in status of debt
26.6(421) Multiple claims—priority of payment
26.7(421) Challenges
26.8(421) Requests for division of a public payment subject to setoff
26.9(421) Transition period
26.10(421) Fees

CHAPTERS 27 to 99
Reserved
TITLE II

PROPERTY TAX

CHAPTER 100
COLLECTION OF PROPERTY TAX

100.1(441) Tax year
100.2(445) Partial payment of tax
100.3(445) When delinquent
100.4(446) Payment of subsequent year taxes by purchaser
100.5(428,433,434,437,437A,438,85GA,SF451) Central assessment confidentiality
100.6(446) Tax sale
100.7(445) Refund of tax
100.8(614) Delinquent property taxes

CHAPTER 101
REPLACEMENT TAX AND STATEWIDE PROPERTY TAX

DIVISION I
REPLACEMENT TAX

101.1(437A) Who must file return
101.2(437A) Time and place for filing return
101.3(437A) Form for filing
101.4(437A) Payment of tax
101.5(437A) Statute of limitations
101.6(437A) Billings
101.7(437A) Refunds
101.8(437A) Abatement of tax
101.9(437A) Taxpayers required to keep records
101.10(437A) Credentials
101.11(437A) Audit of records
101.12(437A) Collections/reimbursements
101.13(437A) Information confidential

DIVISION II
STATEWIDE PROPERTY TAX

101.14(437A) Who must file return
101.15(437A) Time and place for filing return
101.16(437A) Form for filing
101.17(437A) Payment of tax
101.18(437A) Statute of limitations
101.19(437A) Billings
101.20(437A) Refunds
101.21(437A) Abatement of tax
101.22(437A) Taxpayers required to keep records
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101.23(437A) Credentials
101.24(437A) Audit of records

CHAPTER 102
ASSESSMENT PRACTICES AND EQUALIZATION

102.1(405,427A,428,441,499B) Classification of real estate
102.2(421,428,441) Assessment and valuation of real estate
102.3(421,428,441) Valuation of agricultural real estate
102.4(421,428,441) Valuation of residential real estate
102.5(421,428,441) Valuation of commercial real estate
102.6(421,428,441) Valuation of industrial land and buildings
102.7(421,427A,428,441) Valuation of industrial machinery
102.8(428,441) Abstract of assessment
102.9(428,441) Reconciliation report
102.10(421) Assessment/sales ratio study
102.11(441) Equalization of assessments by class of property
102.12(441) Determination of aggregate actual values
102.13(441) Tentative equalization notices
102.14(441) Hearings before the department
102.15(441) Final equalization order and appeals
102.16(441) Alternative method of implementing equalization orders
102.17(441) Special session of boards of review
102.18(441) Judgment of assessors and local boards of review
102.19(441) Conference boards
102.20(441) Board of review
102.21 Reserved
102.22(428,441) Assessors
102.23 Reserved
102.24(421,428,441) Valuation of dual classification property
102.25(441,443) Omitted assessments
102.26(441) Assessor compliance
102.27(441) Assessor shall not assess own property
102.28(441) Special counsel
102.29(441) Application of two-tier assessment limitation

CHAPTER 103
EXAMINATION AND CERTIFICATION OF ASSESSORS AND DEPUTY ASSESSORS

103.1(441) Application for examination
103.2(441) Examinations
103.3(441) Eligibility requirements to take the examination
103.4(441) Appraisal-related experience
103.5(441) Regular certification
103.6(441) Temporary certification
103.7 Reserved
103.8(441) Deputy assessors—regular certification
103.9 Reserved
103.10(441) Appointment of deputy assessors
103.11(441) Special examinations
103.12(441) Register of eligible candidates
103.13(441) Course of study for provisional appointees
103.14(441) Examining board
103.15(441) Appointment of assessor
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103.16(441) Reappointment of assessor
103.17(441) Removal of assessor
103.18(421,441) Courses offered by the department of revenue

CHAPTER 104
PROPERTY TAX CREDIT AND RENT REIMBURSEMENT

104.1(425) Eligible claimants
104.2(425) Separate homesteads—husband and wife property tax credit
104.3(425) Dual claims
104.4(425) Multipurpose building
104.5(425) Multidwelling
104.6(425) Income
104.7(425) Joint tenancy
104.8(425) Amended claim
104.9(425) Simultaneous homesteads
104.10(425) Confidential information
104.11(425) Mobile, modular, and manufactured homes
104.12(425) Totally disabled
104.13(425) Nursing homes
104.14(425) Household
104.15(425) Homestead
104.16(425) Household income
104.17(425) Timely filing of claims
104.18(425) Separate homestead—husband and wife rent reimbursements
104.19(425) Gross rent/rent constituting property taxes paid
104.20(425) Leased land
104.21(425) Property: taxable status
104.22(425) Special assessments
104.23(425) Suspended, delinquent, or canceled taxes
104.24(425) Income: spouse
104.25(425) Common law marriage
104.26 Reserved
104.27(425) Special assessment credit
104.28(425) Credit applied
104.29(425) Deceased claimant
104.30(425) Audit of claim
104.31(425) Extension of time for filing a claim
104.32(425) Annual adjustment factor
104.33(425) Proration of claims
104.34(425) Unreasonable hardship
104.35(425) Transition period

CHAPTER 105
MOBILE, MODULAR, AND MANUFACTURED HOME TAX

105.1(435) Definitions
105.2(435) Movement of home to another county
105.3(435) Sale of home
105.4(435) Reduced tax rate
105.5(435) Taxation—real estate
105.6(435) Taxation—square footage
105.7(435) Audit by department of revenue
105.8(435) Collection of tax
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CHAPTER 106
DETERMINATION OF VALUE OF RAILROAD COMPANIES

106.1(434) Definitions of terms
106.2(434) Filing of annual reports
106.3(434) Comparable sales
106.4(434) Stock and debt approach to unit value
106.5(434) Income capitalization approach to unit value
106.6(434) Cost approach to unit value
106.7(434) Correlation
106.8(434) Allocation of unit value to state
106.9(434) Exclusions

CHAPTER 107
DETERMINATION OF VALUE OF UTILITY COMPANIES

107.1(428,433,437,438) Definition of terms
107.2(428,433,437,438) Filing of annual reports
107.3(428,433,437,438) Comparable sales
107.4(428,433,437,438) Stock and debt approach to unit value
107.5(428,433,437,438) Income capitalization approach to unit value
107.6(428,433,437,438) Cost approach to unit value
107.7(428,433,437,438) Correlation
107.8(428,433,437,438) Allocation of unit value to state

CHAPTER 108
REPLACEMENT TAX AND STATEWIDE PROPERTY
TAX ON RATE-REGULATED WATER UTILITIES

REPLACEMENT TAX
108.1(437B) Who must file return
108.2(437B) Time and place for filing return
108.3(437B) Form for filing
108.4(437B) Payment of tax
108.5(437B) Statute of limitations
108.6(437B) Billings
108.7(437B) Refunds
108.8(437B) Abatement of tax
108.9(437B) Taxpayers required to keep records
108.10(437B) Credentials
108.11(437B) Audit of records
108.12(437B) Information confidential

STATEWIDE PROPERTY TAX
108.13(437B) Who must file return
108.14(437B) Time and place for filing return
108.15(437B) Form for filing
108.16(437B) Payment of tax
108.17(437B) Statute of limitations
108.18(437B) Billings
108.19(437B) Refunds
108.20(437B) Abatement of tax
108.21(437B) Taxpayers required to keep records
108.22(437B) Credentials
108.23(437B) Audit of records
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CHAPTER 109
REAL ESTATE TRANSFER TAX AND DECLARATIONS OF VALUE

109.1(428A) Real estate transfer tax: Responsibility of county recorders
109.2(428A) Taxable status of real estate transfers
109.3(428A) Declarations of value: Responsibility of county recorders and city and county

assessors
109.4(428A) Certain transfers of agricultural realty
109.5(428A) Form completion and filing requirements
109.6(428A) Public access to declarations of value

CHAPTER 110
PROPERTY TAX CREDITS AND EXEMPTIONS

110.1(425) Homestead tax credit
110.2(22,35,426A) Military service tax exemption
110.3(427) Pollution control and recycling property tax exemption
110.4(427) Low-rent housing for the elderly and persons with disabilities
110.5(427) Speculative shell buildings
110.6(427B) Industrial property tax exemption
110.7(427B) Assessment of computers and industrial machinery and equipment
110.8(404) Urban revitalization partial exemption
110.9(427C,441) Forest and fruit-tree reservations
110.10(427B) Underground storage tanks
110.11(425A) Family farm tax credit
110.12(427) Methane gas conversion property
110.13(427B,476B) Wind energy conversion property
110.14(427) Mobile home park storm shelter
110.15(427) Barn and one-room schoolhouse preservation
110.16(426) Agricultural land tax credit
110.17(427) Indian housing property
110.18(427) Property used in value-added agricultural product operations
110.19(427) Dwelling unit property within certain cities
110.20(427) Nursing facilities
110.21(368) Annexation of property by a city
110.22(427) Port authority
110.23(427A) Concrete batch plants and hot mix asphalt facilities
110.24(427) Airport property
110.25(427A) Car wash equipment
110.26(427) Web search portal and data center business property
110.27(427) Privately owned libraries and art galleries
110.28(404B) Disaster revitalization area
110.29(427) Geothermal heating and cooling systems installed on property classified as

residential
110.30(426C) Business property tax credit
110.31(427) Broadband infrastructure
110.32(427,428,433,434,435,437,438) Property aiding in disaster or emergency-related work
110.33 to 110.48 Reserved
110.49(441) Commercial and industrial property tax replacement—county replacement claims
110.50(427,441) Responsibility of local assessors
110.51(441) Responsibility of local boards of review
110.52(427) Responsibility of director of revenue
110.53(427) Application for exemption
110.54(427) Partial exemptions
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110.55(427,441) Taxable status of property
110.56(427) Abatement of taxes

CHAPTER 111
ADMINISTRATION

111.1(441) Establishment
111.2(441) General operation
111.3(441) Location
111.4(441) Purpose

CHAPTER 112
CERTIFICATION

112.1(441) General
112.2(441) Confidentiality
112.3(441) Certification of assessors
112.4(441) Certification of deputy assessors
112.5(441) Type of credit
112.6(441) Retaking examination
112.7(441) Instructor credit
112.8(441) Conference board and assessor notification
112.9(441) Director of revenue notification

CHAPTER 113
COURSES

113.1(441) Course selection
113.2(441) Scheduling of courses
113.3(441) Petitioning to add, delete or modify courses
113.4(441) Course participation
113.5(441) Retaking a course
113.6(441) Continuing education program for assessors

CHAPTER 114
REVIEW OF AGENCY ACTION

114.1(441) Decisions final
114.2(441) Grievance and appeal procedures

CHAPTER 115
PROPERTY ASSESSMENT APPEAL BOARD

115.1(421,441) Applicability and definitions
115.2(421,441) Appeal and answer
115.3(421,441) Nonelectronic service on parties and filing with the board
115.4(421,441) Electronic filing system
115.5(421,441) Motions and settlements
115.6(421,441) Hearing scheduling and discovery plan
115.7(421,441) Discovery and evidence
115.8(421,441) Hearings before the board
115.9(421,441) Posthearing motions
115.10(17A,441) Judicial review
115.11(22,421) Records access
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CHAPTER 116
REASSESSMENT EXPENSE FUND

116.1(421) Reassessment expense fund
116.2(421) Application for loan
116.3(421) Criteria for granting loan

CHAPTERS 117 to 199
Reserved
TITLE III

SALES, USE, AND EXCISE TAX

CHAPTER 200
DEFINITIONS

200.1(423) Definitions

CHAPTER 201
SALES AND USE TAX PERMITS

201.1(423) Permit required
201.2(423) Application for permit
201.3(423) Retailers selling nontaxable goods and services
201.4(423) Reinstatement of canceled permit
201.5(423) Permit not transferable—sale of business
201.6(423) Change of location
201.7(423) Change of ownership
201.8(423) Change of legal or operating name of a business
201.9(423) Trustees, receivers, executors and administrators
201.10(423) Substantially delinquent tax—denial of permit
201.11(423) Substantially delinquent tax—revocation of permit
201.12(423) Reinstatement of revoked permit
201.13(423) Withdrawal of permit

CHAPTER 202
FILING RETURNS AND PAYMENT OF TAX

202.1(423) Sales and use tax return filing
202.2(423) Reporting sales or use taxes
202.3(423) Sales and use tax remittance
202.4(423) Due dates, weekends, and holidays
202.5(423) Consolidated returns
202.6(423) Direct pay permits and negotiated rate agreements
202.7(423) Regular permit holders responsible for collection of tax
202.8(423) Sale of business
202.9(423) Bankruptcy, insolvency, or assignment for benefit of creditors
202.10(423) Vending machines and other coin-operated devices
202.11(423) Claim for refund of tax
202.12(423) Immediate successor liability for unpaid tax
202.13(423) Officers and partners—personal liability for unpaid tax
202.14(423) Sales tax or use tax paid to another state
202.15(423) Registered retailers selling tangible personal property on a conditional sale

contract basis
202.16(423) Registered vendors repossessing goods sold on a conditional sale contract basis
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CHAPTER 203
ELEMENTS INCLUDED IN AND EXCLUDED
FROM A TAXABLE SALE AND SALES PRICE

203.1(423) Tax not to be included in price
203.2(423) Finance charge
203.3(423) Retailers’ discounts, trade discounts, rebates and coupons
203.4(423) Excise tax included in and excluded from sales price
203.5(423) Trade-ins
203.6(423) Installation charges when tangible personal property is sold at retail
203.7(423) Service charge and gratuity
203.8(423) Payment from a third party
203.9(423) Taxation of transactions due to rate change

CHAPTER 204
RULES NECESSARY TO IMPLEMENT THE STREAMLINED SALES

AND USE TAX AGREEMENT
204.1(423) Allowing use of the lowest tax rate within a database area and use of the tax rate

for a five-digit area when a nine-digit zip code cannot be used
204.2(423) Permissible categories of exemptions
204.3(423) Requirement of uniformity in the filing of returns and remittance of funds
204.4(423) Allocation of bad debts
204.5(423) Purchaser refund procedures
204.6(423) Relief from liability for reliance on taxability matrix
204.7(423) Effective dates of taxation rate increases or decreases when certain services are

furnished
204.8(423) Prospective application of defining “retail sale” to include a lease or rental

CHAPTER 205
SOURCING OF TAXABLE SERVICES, TANGIBLE PERSONAL PROPERTY, AND SPECIFIED

DIGITAL PRODUCTS
205.1(423) Definitions
205.2(423) General sourcing rules for taxable services
205.3(423) First use of services performed on tangible personal property
205.4(423) Sourcing rules for personal care services
205.5(423) Sourcing of tickets or admissions to places of amusement, fairs, and athletic events
205.6(423) Sourcing rules for tangible personal property and specified digital products

CHAPTER 206
BUNDLED TRANSACTIONS

206.1(423) Taxability of bundled transactions
206.2(423) Bundled transaction
206.3(423) Transactions not taxable as bundled transactions

CHAPTER 207
REMOTE SALES AND MARKETPLACE SALES

207.1(423) Definitions
207.2(423) Retailers with physical presence in Iowa
207.3(423) Remote sellers—registration and collection obligations
207.4(423) Marketplace facilitators—registration and collection obligations
207.5(423) Advertising on a marketplace
207.6(423) Commencement of collection obligation and sales tax liability
207.7(423) Retailers registered and collecting who fail to meet or exceed sales threshold
207.8(423) Coupons; incorporation of rule 701—203.3(423)
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207.9(423) Customer returns marketplace purchase directly to marketplace seller
207.10(423) Exempt and nontaxable sales
207.11(423) Other taxes for marketplace sales and items not subject to sales/use tax
207.12(423) Administration; incorporation of 701—Chapter 11
207.13(423) Filing returns; payment of tax; penalty and interest; incorporation of 701—Chapter

202
207.14(423) Permits; incorporation of 701—Chapter 201

CHAPTER 208
MULTILEVEL MARKETER AGREEMENTS

208.1(421) Multilevel marketers—in general

CHAPTER 209
Reserved

CHAPTER 210
PURCHASES BY BUSINESSES

210.1(423) Wholesalers and jobbers selling at retail
210.2(423) Materials and supplies sold to retail stores
210.3(423) Tangible personal property and specified digital products purchased for resale but

incidentally consumed by the purchaser
210.4(423) Property furnished without charge by employers to employees
210.5(423) Owners or operators of buildings
210.6(423) Blacksmith and machine shops
210.7(423) Truckers engaged in retail business
210.8(423) Out-of-state truckers selling at retail in Iowa
210.9(423) Iowa dental laboratories
210.10(423) Dental supply houses
210.11(423) News distributors and magazine distributors
210.12(423) Magazine subscriptions by independent dealers
210.13(423) Sales by finance companies
210.14(423) Bowling
210.15(423) Various special problems relating to public utilities
210.16(423) Sales of engraved, bound, printed, and vulcanized materials
210.17(423) Communication services furnished by hotel to its guests
210.18(423) Explosives used in mines, quarries and elsewhere
210.19(423) Sales of signs at retail
210.20(423) Sale, transfer or exchange of tangible personal property or taxable enumerated

services between affiliated corporations

CHAPTER 211
TAXABLE SERVICES

211.1(423) Definitions and scope
211.2(423) Interstate commerce
211.3(423) Services performed for employers
211.4(423) Services purchased for resale
211.5(423) Alteration and garment repair
211.6(423) Dry cleaning, pressing, dyeing and laundering
211.7(423) Sewing and stitching
211.8(423) Shoe repair and shoeshine
211.9(423) Furniture, rug, and upholstery repair and cleaning
211.10(423) Fur storage and repair
211.11(423) Investment counseling
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211.12(423) Bank and financial institution service charges
211.13(423) Barber and beauty
211.14(423) Photography and retouching
211.15(423) Household appliance, television, and radio repair
211.16(423) Jewelry and watch repair
211.17(423) Machine operators
211.18(423) Machine repair of all kinds
211.19(423) Motor repair
211.20(423) Oilers and lubricators
211.21(423) Office and business machine repair
211.22(423) Parking facilities
211.23(423) Private employment agency, executive search agency
211.24(423) Storage of household goods and mini-storage
211.25(423) Telephone answering service
211.26(423) Test laboratories
211.27(423) Termite, bug, roach, and pest eradicators
211.28(423) Tin and sheet metal repair
211.29(423) Turkish baths, massage, and reducing salons
211.30(423) Weighing
211.31(423) Welding
211.32(423) Wrapping, packing, and packaging of merchandise other than processed meat,

fish, fowl, and vegetables
211.33(423) Wrecking service
211.34(423) Cable and pay television
211.35(423) Camera repair
211.36(423) Gun repair
211.37(423) Janitorial and building maintenance or cleaning
211.38(423) Lawn care, landscaping, and tree trimming and removal
211.39(423) Pet grooming
211.40(423) Reflexology
211.41(423) Tanning beds and tanning salons
211.42(423) Water conditioning and softening
211.43(423) Security and detective services
211.44(423) Solid waste collection and disposal services
211.45(423) Sewage services
211.46(423) Aircraft rental
211.47(423) Sign construction and installation
211.48(423) Swimming pool cleaning and maintenance
211.49(423) Taxidermy
211.50(423) Dating services
211.51(423) Personal transportation service
211.52(423) Information services
211.53(423) Software as a service
211.54(423) Video game services and tournaments
211.55(423) Services related to specified digital products or software sold as tangible personal

property
211.56(423) Storage of tangible or electronic files, documents, or other records
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CHAPTER 212
GOVERNMENTS AND NONPROFITS

212.1(423) Sales to certain corporations organized under federal statutes

CHAPTER 213
MISCELLANEOUS TAXABLE SALES

213.1 and 213.2 Reserved
213.3(423) Conditional sales contracts
213.4(423) The sales price of sales of butane, propane and other like gases in cylinder drums,

etc.
213.5(423) Antiques, curios, old coins, collector’s postage stamps, and currency exchanged

for greater than face value
213.6 Reserved
213.7(423) Consignment sales
213.8(423) Electrotypes, types, zinc etchings, halftones, stereotypes, color process plates,

wood mounts and art productions
213.9 Reserved
213.10(423) Sales on layaway
213.11(423) Memorial stones
213.12(423) Creditors and trustees
213.13(423) Sale of pets
213.14(423) Redemption of meal tickets, coupon books and merchandise cards as a taxable sale
213.15(423) Rental of personal property in connection with the operation of amusements
213.16(423) Repossessed goods
213.17 Reserved
213.18(423) Tangible personal property made to order
213.19(423) Used or secondhand tangible personal property
213.20(423) Carpeting and other floor coverings
213.21(423) Goods damaged in transit
213.22(423) Snowmobiles, motorboats, and certain other vehicles
213.23(423) Photographers and photostaters
213.24 Reserved
213.25(423) Urban transit systems
213.26(423) Sales of prepaid telephone cards or calling services
213.27(423) Webinars

CHAPTER 214
AGRICULTURAL RULES

214.1(423) Sale or rental of farm machinery and equipment and items used in agricultural
production that are attached to a self-propelled implement of husbandry

214.2(423) Packaging material used in agricultural production
214.3(423) Irrigation equipment used in agricultural production
214.4(423) Sale of a draft horse
214.5(423) Veterinary services
214.6(423) Commercial fertilizer and agricultural limestone
214.7(423) Sales of breeding livestock
214.8(423) Domesticated fowl
214.9(423) Agricultural health promotion items
214.10(423) Drainage tile
214.11(423) Materials used for seed inoculations
214.12(423) Fuel used in agricultural production
214.13(423) Water used in agricultural production
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214.14(423) Bedding for agricultural livestock or fowl
214.15(423) Sales by farmers
214.16(423) Sales of livestock (including domesticated fowl) feeds
214.17(423) Farm machinery, equipment, and replacement parts used in livestock or dairy

production
214.18(423) Machinery, equipment, and replacement parts used in the production of flowering,

ornamental, and vegetable plants
214.19(423) Nonexclusive lists
214.20(423) Grain bins
214.21(423) Farm implement repair of all kinds
214.22(423) Warehousing of raw agricultural products

CHAPTER 215
EXEMPTIONS PRIMARILY BENEFITING MANUFACTURERS AND

OTHER PERSONS ENGAGED IN PROCESSING
215.1 Reserved
215.2(423) Carbon dioxide in a liquid, solid, or gaseous form, electricity, steam, and taxable

services used in processing
215.3(423) Services used in processing
215.4(423) Chemicals, solvents, sorbents, or reagents used in processing
215.5(423) Exempt sales of gases used in the manufacturing process
215.6(423) Sale of electricity to water companies
215.7(423) Wind energy conversion property
215.8(423) Exempt sales or rentals of core making and mold making equipment, and sand

handling equipment
215.9(423) Chemical compounds used to treat water
215.10(423) Exclusive web search portal business and its exemption
215.11(423) Web search portal business and its exemption
215.12(423) Large data center business exemption
215.13(423) Data center business sales and use tax refunds
215.14(423) Exemption for the sale of computers, computer peripherals, machinery, equipment,

replacement parts, supplies, and materials used to construct or self-construct
computers, computer peripherals, machinery, equipment, replacement parts, and
supplies used for certain manufacturing purposes

215.15(423) Exemption for the sale of property directly and primarily used in processing by a
manufacturer

215.16(423) Exemption for the sale of property directly and primarily used by a manufacturer
to maintain integrity or unique environmental conditions

215.17(423) Exemption for the sale of property directly and primarily used in research and
development of new products or processes of processing

215.18(423) Exemption for the sale of computers and computer peripherals used in processing
or storage of data or information by an insurance company, financial institution,
or commercial enterprise

215.19(423) Exemption for the sale of property directly and primarily used in recycling or
reprocessing of waste products

215.20(423) Exemption for the sale of pollution-control equipment used by a manufacturer
215.21(423) Exemption for the sale of fuel or electricity used in exempt property
215.22(423) Exemption for the sale of services for designing or installing new industrial

machinery or equipment
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CHAPTER 216
EVENTS, AMUSEMENTS, AND OTHER RELATED ACTIVITIES

216.1(423) Athletic events
216.2(423) Dance schools and dance studios
216.3(423) Golf and country clubs and all commercial recreation
216.4(423) Campgrounds

CHAPTER 217
TELECOMMUNICATION SERVICES

217.1(423) Taxable telecommunication service and ancillary service
217.2(423) Definitions
217.3(423) Imposition of tax
217.4(423) Exempt from the tax
217.5(423) Bundled transactions in telecommunication service
217.6(423) Sourcing telecommunication service
217.7(423) General billing issues
217.8(34A) Prepaid wireless 911 surcharge
217.9(423) State sales tax exemption for central office equipment and transmission equipment

CHAPTER 218
SERVICES RELATED TO VEHICLES

218.1(423) Armored car
218.2(423) Vehicle repair
218.3(423) Motorcycle, scooter, and bicycle repair
218.4(423) Battery, tire, and allied
218.5(423) Boat repair
218.6(423) Vehicle wash and wax
218.7(423) Wrecker and towing
218.8(423) Flying service

CHAPTER 219
SALES AND USE TAX ON CONSTRUCTION ACTIVITIES

219.1(423) General information
219.2(423) Contractors—consumers of building materials, supplies, and equipment by statute
219.3(423) Sales of building materials, supplies, and equipment to contractors, subcontractors,

builders or owners
219.4(423) Contractors, subcontractors or builders who are retailers
219.5(423) Building materials, supplies, and equipment used in the performance of

construction contracts within and outside Iowa
219.6(423) Tangible personal property used or consumed by the manufacturer thereof
219.7(423) Prefabricated structures
219.8(423) Types of construction contracts
219.9(423) Machinery and equipment sales contracts with installation
219.10(423) Construction contracts with equipment sales (mixed contracts)
219.11(423) Distinguishing machinery and equipment from real property
219.12(423) Tangible personal property which becomes structures
219.13(423) Tax on enumerated services
219.14(423) Transportation cost
219.15(423) Start-up charges
219.16(423) Liability of subcontractors
219.17(423) Liability of sponsors
219.18(423) Withholding
219.19(423) Resale certificates
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219.20(423) Reporting for use tax
219.21(423) Exempt sale, lease, or rental of equipment used by contractors, subcontractors, or

builders
219.22(423) House and building moving
219.23(423) Construction contracts with designated exempt entities

CHAPTER 220
EXEMPTIONS PRIMARILY OF BENEFIT TO CONSUMERS

220.1(423) Newspapers, free newspapers and shoppers’ guides
220.2(423) Motor fuel, special fuel, aviation fuels and gasoline
220.3(423) Sales of food and food ingredients
220.4(423) Sales of candy
220.5(423) Sales of prepared food
220.6(423) Prescription drugs, medical devices, oxygen, and insulin
220.7(423) Exempt sales of other medical devices which are not prosthetic devices
220.8(423) Prosthetic devices, durable medical equipment, and mobility enhancing equipment
220.9(423) Raffles
220.10(423) Exempt sales of prizes
220.11(423) Modular homes
220.12(423) Access to on-line computer service
220.13 Reserved
220.14(423) Exclusion from tax for property delivered by certain media
220.15(423) Exempt sales of clothing and footwear during two-day period in August
220.16(423) State sales tax phase-out on energies
220.17(423) Sales of diapers

CHAPTER 221
MISCELLANEOUS NONTAXABLE TRANSACTIONS

221.1(423) Corporate mergers which do not involve taxable sales of tangible personal property
or services

221.2(423) Sales of prepaid merchandise cards
221.3(423) Demurrage charges
221.4(423) Beverage container deposits
221.5(423) Exempt sales by excursion boat licensees
221.6(423) Advertising agencies, commercial artists and designers as an agent or as a

nonagent of a client

CHAPTERS 222 to 224
Reserved

CHAPTER 225
RESALE AND PROCESSING EXEMPTIONS PRIMARILY

OF BENEFIT TO RETAILERS
225.1(423) Paper or plastic plates, cups, and dishes, paper napkins, wooden or plastic spoons

and forks, and straws
225.2 Reserved
225.3(423) Services used in the repair or reconditioning of certain tangible personal property
225.4(423) Tangible personal property purchased by a person engaged in the performance

of a service
225.5(423) Maintenance or repair of fabric or clothing
225.6(423) The sales price from the leasing of all tangible personal property subject to tax
225.7(423) Certain inputs used in taxable vehicle wash and wax services
225.8(423) Exemption for commercial enterprises
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CHAPTERS 226 to 249
Reserved

CHAPTER 250
VEHICLES SUBJECT TO REGISTRATION

250.1(321) Definitions
250.2(321) Purchase price
250.3(321) Trades
250.4(321) Manufacturer’s rebate
250.5(321) Selling and purchasing the same vehicle
250.6(321) Federal excise tax
250.7(321) Sales to a Native American
250.8(321) Sale of chassis with added equipment or accessories
250.9(321) Sale of a boat or ATV with a trailer
250.10(321) Administration
250.11(321) Shell businesses
250.12(321) Purchased for resale
250.13(321) Loans
250.14(321) Leased vehicles
250.15(321) Vehicles purchased for the purpose of being leased and used exclusively for

interstate commerce
250.16(321) Iowa Code chapter 326 vehicles
250.17(321) Vehicles purchased outside of Iowa
250.18(321) Business entity to business entity transfers with the same ownership and purpose
250.19(321) Homemade vehicles
250.20(321,423) Glider kit vehicles

CHAPTER 251
AUTOMOBILE RENTAL EXCISE TAX

251.1(423C) Definitions and characterizations
251.2(423C) Tax imposed upon rental of automobiles
251.3(423C) Lessor’s obligation to collect tax
251.4(423C) Administration of tax

CHAPTER 252
STATE-IMPOSED WATER SERVICE EXCISE TAX

252.1(423G) Definitions
252.2(423G) Imposition
252.3(423G) Administration
252.4(423G) Charges and fees included in the provision of water service
252.5(423G) When water service is furnished for compensation
252.6(423G) Itemization of tax required
252.7(423G) Date of billing—effective date and repeal date
252.8(423G) Filing returns; payment of tax
252.9(423G) Permits

CHAPTER 253
STATE-IMPOSED AND LOCALLY IMPOSED HOTEL AND

MOTEL TAXES
253.1(423A) Definitions
253.2(423A) Administration
253.3(423A) Tax imposition and exemptions
253.4(423A) Filing returns; payment of tax; penalty and interest

https://www.legis.iowa.gov/docs/ico/chapter/326.pdf
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253.5(423A) Permits
253.6(423A) Special collection and remittance obligations
253.7(423A) Certification of funds

CHAPTER 254
ADMINISTRATION

254.1(453A) Definitions
254.2(453A) Credentials and receipts
254.3(453A) Examination of records
254.4(453A) Records
254.5(453A) Form of invoice
254.6(453A) Audit of records—cost, supplemental assessments and refund adjustments
254.7(453A) Bonds
254.8 to 254.10 Reserved
254.11(453A) Appeal—practice and procedure before the department
254.12(453A) Permit—license revocation
254.13(453A) Permit applications and denials
254.14(453A) Confidential information
254.15 Reserved
254.16(453A) Inventory tax

CHAPTER 255
CIGARETTE TAX AND REGULATION OF DELIVERY SALES OF ALTERNATIVE NICOTINE

PRODUCTS OR VAPOR PRODUCTS
255.1(453A) Permits required
255.2(453A) Partial year permits—payment—refund—exchange
255.3(453A) Bond requirements
255.4(453A) Cigarette tax—attachment—exemption—exclusivity of tax
255.5(453A) Cigarette tax stamps
255.6(453A) Banks authorized to sell stamps—requirements—restrictions
255.7(453A) Purchase of cigarette tax stamps—discount
255.8(453A) Affixing stamps
255.9(453A) Reports
255.10(453A) Manufacturer’s samples
255.11(453A) Refund of tax—unused and destroyed stamps
255.12(453A) Delivery sales of alternative nicotine products or vapor products

CHAPTER 256
TOBACCO TAX

256.1(453A) Licenses
256.2(453A) Distributor bond
256.3(453A) Tax on tobacco products
256.4(453A) Tax on little cigars
256.5(453A) Distributor discount
256.6(453A) Distributor returns
256.7(453A) Consumer’s return
256.8(453A) Transporter’s report
256.9(453A) Free samples
256.10(453A) Credits and refunds of taxes
256.11(453A) Sales exempt from tax
256.12(81GA,HF339) Retail permits required
256.13(81GA,HF339) Permit issuance fee
256.14(81GA,HF339) Refunds of permit fee
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256.15(81GA,HF339) Application for permit
256.16(81GA,HF339) Records and reports
256.17(81GA,HF339) Penalties

CHAPTER 257
UNFAIR CIGARETTE SALES

257.1(421B) Definitions
257.2(421B) Minimum price
257.3(421B) Combination sales
257.4(421B) Retail redemption of coupons
257.5(421B) Exempt sales
257.6(421B) Notification of manufacturer’s price increase
257.7(421B) Permit revocation

CHAPTER 258
TOBACCO MASTER SETTLEMENT AGREEMENT

DIVISION I
TOBACCO MASTER SETTLEMENT AGREEMENT

258.1(453C) National uniform tobacco settlement
258.2(453C) Definitions
258.3(453C) Report required
258.4(453C) Report information
258.5(453C) Record-keeping requirement
258.6(453C) Confidentiality
258.7 to 258.20 Reserved

DIVISION II
TOBACCO PRODUCT MANUFACTURERS’ OBLIGATIONS AND PROCEDURES

258.21(80GA,SF375) Definitions
258.22(80GA,SF375) Directory of tobacco product manufacturers

CHAPTER 259
ADMINISTRATION

259.1(452A) Definitions
259.2(452A) Statute of limitations, supplemental assessments and refund adjustments
259.3(452A) Taxpayers required to keep records
259.4(452A) Audit—costs
259.5(452A) Estimate gallonage
259.6(452A) Timely filing of returns, reports, remittances, applications, or requests
259.7(452A) Extension of time to file
259.8(452A) Penalty and interest
259.9(452A) Penalty and enforcement provisions
259.10(452A) Application of remittance
259.11(452A) Reports, returns, records—variations
259.12(452A) Form of invoice
259.13(452A) Credit card invoices
259.14(452A) Original invoice retained by purchaser—certified copy if lost
259.15(452A) Taxes erroneously or illegally collected
259.16(452A) Credentials and receipts
259.17(452A) Information confidential
259.18(452A) Delegation to audit and examine
259.19(452A) Practice and procedure before the department of revenue
259.20(452A) Time for filing protest
259.21(452A) Bonding procedure
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259.22(452A) Tax refund offset
259.23(452A) Supplier, restrictive supplier, importer, exporter, blender, dealer, or user licenses
259.24(452A) Reinstatement of license canceled for cause
259.25(452A) Fuel used in implements of husbandry
259.26(452A) Excess tax collected
259.27(452A) Retailer gallons report

CHAPTER 260
MOTOR FUEL AND UNDYED SPECIAL FUEL

260.1(452A) Definitions
260.2(452A) Tax rates—time tax attaches—responsible party
260.3(452A) Exemption
260.4(452A) Blended fuel taxation—nonterminal location
260.5(452A) Tax returns—computations
260.6(452A) Distribution allowance
260.7(452A) Supplier credit—uncollectible account
260.8(452A) Refunds
260.9(452A) Claim for refund—payment of claim
260.10(452A) Refund permit
260.11(452A) Revocation of refund permit
260.12(452A) Income tax credit in lieu of refund
260.13(452A) Reduction of refund—sales and use tax
260.14(452A) Terminal withdrawals—meters
260.15(452A) Terminal and nonterminal storage facility reports and records
260.16(452A) Method of reporting taxable gallonage
260.17(452A) Transportation reports
260.18(452A) Bill of lading or manifest requirements
260.19(452A) Right of distributors and dealers to blend conventional blendstock for oxygenate

blending, gasoline, or diesel fuel using a biofuel

CHAPTER 261
LIQUEFIED PETROLEUM GAS—

COMPRESSED NATURAL GAS—LIQUEFIED NATURAL GAS
261.1(452A) Definitions
261.2(452A) Tax rates—time tax attaches—responsible party—payment of the tax
261.3(452A) Penalty and interest
261.4(452A) Bonding procedure
261.5(452A) Persons authorized to place L.P.G., L.N.G., or C.N.G. in the fuel supply tank of a

motor vehicle
261.6(452A) Requirements to be licensed
261.7(452A) Licensed metered pumps
261.8(452A) Single license for each location
261.9(452A) Dealer’s and user’s license nonassignable
261.10(452A) Separate storage—bulk sales—highway use
261.11(452A) Combined storage—bulk sales—highway sales or use
261.12(452A) Exemption certificates
261.13(452A) L.P.G. sold to the state of Iowa, its political subdivisions, contract carriers under

contract with public schools to transport pupils or regional transit systems
261.14(452A) Refunds
261.15(452A) Notice of meter seal breakage
261.16(452A) Location of records—L.P.G. or C.N.G. users and dealers
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CHAPTER 262
ELECTRIC FUEL EXCISE TAX

262.1(452A) Tax imposed
262.2(452A) Licensing
262.3(452A) Filing of returns and payment of tax
262.4(452A) Charging station verification and testing
262.5(452A) Refunds
262.6(452A) Exemption certificates

CHAPTERS 263 to 268
Reserved

CHAPTER 269
ADMINISTRATION OF MARIJUANA AND
CONTROLLED SUBSTANCES STAMP TAX

269.1(453B) Marijuana and controlled substances stamp tax
269.2(453B) Sales of stamps
269.3(453B) Refunds pertaining to unused stamps

CHAPTER 270
LOCAL OPTION SALES AND SERVICES TAX

270.1(423B) Definitions
270.2(423B) Imposition of local option taxes and notification to the department
270.3(423B) Administration
270.4(423B) Filing returns; payment of tax; penalty and interest
270.5(423B) Permits
270.6(423B) Sales subject to local option sales and services tax
270.7(423B,423E) Sales not subject to local option tax, including transactions subject to Iowa use tax
270.8(423B) Local option sales and services tax payments to local governments
270.9(423B) Allocation procedure when sourcing of local option sales tax remitted to the

department is unknown
270.10(423B) Application of payments
270.11(423B) Motor vehicle, recreational vehicle, and recreational boat rental subject to local

option sales and services tax
270.12(423B) Computation of local option tax due from mixed sales on excursion boats

CHAPTER 271
NEW SCHOOL INFRASTRUCTURE LOCAL OPTION SALES AND SERVICES TAX—

EFFECTIVE ON OR AFTER APRIL 1, 2003, THROUGH FISCAL YEARS
ENDING DECEMBER 31, 2022

271.1(422E) Use of revenues and definitions
271.2(422E) Imposition of tax
271.3(422E) Application of law
271.4(422E) Collection of tax and distribution
271.5(422E) Insufficient funds
271.6(422E) Use of revenues by the school district
271.7(422E) Bonds
271.8(422E) 28E agreements

CHAPTER 272
FLOOD MITIGATION PROGRAM

272.1(418) Flood mitigation program
272.2(418) Definitions
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272.3(418) Sales tax increment calculation
272.4(418) Sales tax increment fund

CHAPTER 273
REINVESTMENT DISTRICTS PROGRAM

273.1(15J) Purpose
273.2(15J) Definitions
273.3(15J) New state tax revenue calculations
273.4(15J) State reinvestment district fund
273.5(15J) Reinvestment project fund
273.6(15J) End of deposits—district dissolution

CHAPTER 274
LOCAL OPTION SALES TAX URBAN RENEWAL PROJECTS

274.1(423B) Urban renewal project
274.2(423B) Definitions
274.3(423B) Establishing sales and revenue growth
274.4(423B) Requirements for cities adopting an ordinance
274.5(423B) Identification of retail establishments
274.6(423B) Calculation of base year taxable sales amount
274.7(423B) Determination of tax growth increment amount
274.8(423B) Distribution of tax base and growth increment amounts
274.9(423B) Examples
274.10(423B) Ordinance term

CHAPTER 275
REBATE OF IOWA SALES TAX PAID

275.1(423) Sanctioned automobile racetrack facilities
275.2(423) Baseball and softball complex sales tax rebate
275.3(423) Raceway facility sales tax rebate

CHAPTER 276
FACILITATING BUSINESS RAPID RESPONSE TO STATE-DECLARED DISASTERS

276.1(29C) Purpose
276.2(29C) Definitions
276.3(29C) Disaster or emergency-related work

CHAPTER 277
SALES AND USE TAX REFUND FOR BIODIESEL PRODUCTION

277.1(423) Biodiesel production refund

CHAPTER 278
REFUNDS FOR ELIGIBLE BUSINESSES UNDER ECONOMIC DEVELOPMENT

AUTHORITY PROGRAMS
278.1(15) Sales and use tax refund for eligible businesses

CHAPTER 279
Reserved

CHAPTER 280
RECEIPTS SUBJECT TO USE TAX

280.1(423) Transactions consummated outside this state
280.2(423) Goods coming into this state
280.3(423) Sales by federal government or agencies to consumers
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280.4(423) Sales for lease of vehicles subject to registration—taxation and exemptions
280.5(423) Motor vehicle use tax on long-term leases
280.6(423) Sales of aircraft subject to registration
280.7(423) Communication services

CHAPTER 281
RECEIPTS EXEMPT FROM USE TAX

281.1(423) Tangible personal property and taxable services subject to sales tax
281.2(423) Sales tax exemptions applicable to use tax
281.3(423) Mobile homes and manufactured housing
281.4(423) Exemption for vehicles used in interstate commerce
281.5(423) Exemption for transactions if sales tax paid
281.6(423) Exemption for ships, barges, and other waterborne vessels
281.7(423) Exemption for containers
281.8(423) Exemption for building materials used outside this state
281.9(423) Exemption for vehicles subject to registration
281.10(423) Exemption for vehicles operated under Iowa Code chapter 326
281.11(423) Exemption for vehicles purchased for rental or lease
281.12(423) Exemption for vehicles previously purchased for rental
281.13(423) Exempt use of aircraft on and after July 1, 1999
281.14(423) Exemption for tangible personal property brought into Iowa under Iowa Code

section 29C.24

CHAPTER 282
RECEIPTS SUBJECT TO USE TAX DEPENDING ON

METHOD OF TRANSACTION
282.1 Reserved
282.2(423) Federal manufacturer’s or retailer’s excise tax
282.3(423) Fuel consumed in creating power, heat or steam for processing or generating

electric current
282.4(423) Repair of tangible personal property outside the state of Iowa
282.5(423) Taxation of American Indians
282.6(422,423) Exemption for property used in Iowa only in interstate commerce
282.7(423) Property used to manufacture certain vehicles to be leased
282.8(423) Out-of-state rental of vehicles subject to registration subsequently used in Iowa
282.9(423) Sales of mobile homes, manufactured housing, and related property and services
282.10(423) Tax imposed on the use of manufactured housing as tangible personal property

and as real estate

CHAPTER 283
Reserved

CHAPTER 284
EXEMPT SALES

284.1(422,423) Gross receipts expended for educational, religious, and charitable purposes
284.2(422) Fuel used in processing—when exempt
284.3(422,423) Processing exemptions
284.4 Reserved
284.5(422,423) Sales to the American Red Cross, the Coast Guard Auxiliary, Navy-Marine Corps

Relief Society, and U.S.O
284.6(422,423) Sales of vehicles subject to registration—new and used—by dealers
284.7(422,423) Sales to certain federal corporations
284.8(422) Sales in interstate commerce—goods transported or shipped from this state

https://www.legis.iowa.gov/docs/ico/chapter/326.pdf
https://www.legis.iowa.gov/docs/ico/section/29C.24.pdf
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284.9(422,423) Sales of breeding livestock, fowl and certain other property used in agricultural
production

284.10(422,423) Materials used for seed inoculations
284.11(422,423) Educational institution
284.12(422) Coat or hat checkrooms
284.13(422,423) Railroad rolling stock
284.14(422,423) Chemicals, solvents, sorbents, or reagents used in processing
284.15(422,423) Demurrage charges
284.16(422,423) Sale of a draft horse
284.17(422,423) Beverage container deposits
284.18(422,423) Films, video tapes and other media, exempt rental and sale
284.19(422,423) Gross receipts from the sale or rental of tangible personal property or from services

performed, rendered, or furnished to certain nonprofit corporations exempt from
tax

284.20(422) Raffles
284.21 Reserved
284.22(422,423) Modular homes
284.23(422,423) Sales to other states and their political subdivisions
284.24(422) Nonprofit private museums
284.25(422,423) Exempt sales by excursion boat licensees
284.26(422,423) Bedding for agricultural livestock or fowl
284.27(422,423) Statewide notification center service exemption
284.28(422,423) State fair and fair societies
284.29(422,423) Reciprocal shipment of wines
284.30(422,423) Nonprofit organ procurement organizations
284.31(422,423) Sale of electricity to water companies
284.32(422) Food and beverages sold by certain organizations are exempt
284.33(422,423) Sales of building materials, supplies and equipment to not-for-profit rural water

districts
284.34(422,423) Sales to hospices
284.35(422,423) Sales of livestock ear tags
284.36(422,423) Sale or rental of information services
284.37(422,423) Temporary exemption from sales tax on certain utilities
284.38(422,423) State sales tax phase-out on energies
284.39(422,423) Art centers
284.40(422,423) Community action agencies
284.41(422,423) Legislative service bureau

CHAPTER 285
TAXABLE AND EXEMPT SALES DETERMINED BY METHOD

OF TRANSACTION OR USAGE
285.1(422,423) Tangible personal property purchased from the United States government
285.2(422,423) Sales of butane, propane and other like gases in cylinder drums, etc.
285.3(422,423) Chemical compounds used to treat water
285.4(422) Mortgages and trustees
285.5(423) Sales to federal, state, county, municipal, or tribal government or the government’s

agencies or instrumentalities
285.6(422,423) Relief agencies
285.7(422,423) Containers, including packing cases, shipping cases, wrapping material and similar

items
285.8(422) Auctioneers
285.9(422) Sales by farmers
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285.10(422,423) Florists
285.11(422,423) Landscaping materials
285.12(422,423) Hatcheries
285.13(422,423) Sales by the state of Iowa, its agencies and instrumentalities
285.14(422,423) Sales of livestock and poultry feeds
285.15(422,423) Student fraternities and sororities
285.16(422,423) Photographers and photostaters
285.17(422,423) Gravel and stone
285.18(422,423) Sale of ice
285.19(422,423) Antiques, curios, old coins or collector’s postage stamps
285.20(422,423) Communication services
285.21(422,423) Morticians or funeral directors
285.22(422,423) Physicians, dentists, surgeons, ophthalmologists, oculists, optometrists, and

opticians
285.23(422) Veterinarians
285.24(422,423) Hospitals, infirmaries and sanitariums
285.25(422,423) Warranties and maintenance contracts
285.26(422) Service charge and gratuity
285.27(422) Advertising agencies, commercial artists, and designers
285.28(422,423) Casual sales
285.29(422,423) Processing, a definition of the word, its beginning and completion characterized

with specific examples of processing
285.30(422) Taxation of American Indians
285.31(422,423) Tangible personal property purchased by one who is engaged in the performance

of a service
285.32 Reserved
285.33(422,423) Printers’ and publishers’ supplies exemption with retroactive effective date
285.34(422,423) Automatic data processing
285.35(422,423) Drainage tile
285.36(422,423) True leases and purchases of tangible personal property by lessors
285.37(422,423) Motor fuel, special fuel, aviation fuels and gasoline
285.38(422,423) Urban transit systems
285.39(422,423) Sales or services rendered, furnished, or performed by a county or city
285.40(422,423) Renting of rooms
285.41(422,423) Envelopes for advertising
285.42(422,423) Newspapers, free newspapers and shoppers’ guides
285.43(422,423) Written contract
285.44(422,423) Sale or rental of farm machinery and equipment
285.45 Reserved
285.46(422,423) Automotive fluids
285.47(422,423) Maintenance or repair of fabric or clothing
285.48(422,423) Sale or rental of farm machinery, equipment, replacement parts, and repairs used in

livestock, dairy, or plant production
285.49(422,423) Aircraft sales, rental, component parts, and services exemptions prior to, on, and

after July 1, 1999
285.50(422,423) Property used by a lending organization
285.51(422,423) Sales to nonprofit legal aid organizations
285.52(422,423) Irrigation equipment used in farming operations
285.53(422,423) Sales to persons engaged in the consumer rental purchase business
285.54(422,423) Sales of advertising material
285.55(422,423) Drop shipment sales
285.56(422,423) Wind energy conversion property
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285.57(422,423) Exemptions applicable to the production of flowering, ornamental, and vegetable
plants

285.58 Reserved
285.59(422,423) Exempt sales to nonprofit hospitals
285.60(422,423) Exempt sales of gases used in the manufacturing process
285.61(422,423) Exclusion from tax for property delivered by certain media

CHAPTERS 286 and 287
Reserved

CHAPTER 288
DETERMINATION OF A SALE AND SALE PRICE

288.1 and 288.2 Reserved
288.3(423) Exemption certificates, direct pay permits, fuel used in processing, and beer and

wine wholesalers
288.4 to 288.7 Reserved
288.8(423) Returned merchandise
288.9 and 288.10 Reserved
288.11(423) Leased departments
288.12(423) Excise tax included in and excluded from gross receipts
288.13(423) Freight, other transportation charges, and exclusions from the exemption applicable

to these services
288.14 Reserved
288.15(423) Premiums and gifts

CHAPTER 289
UNDERGROUND STORAGE TANK RULES

INCORPORATED BY REFERENCE
289.1(424) Rules incorporated

CHAPTERS 290 to 299
Reserved
TITLE IV

INDIVIDUAL INCOME TAX

CHAPTER 300
ADMINISTRATION

300.1(422) Definitions
300.2(422) Statute of limitations
300.3(422) Retention of records
300.4(422) Authority for deductions
300.5(422) Jeopardy assessments
300.6(422) Information deemed confidential
300.7 Reserved
300.8(422) Delegations to audit and examine
300.9(422) Bonding procedure
300.10(422) Indexation
300.11(422) Appeals of notices of assessment and notices of denial of taxpayer’s refund claims
300.12(422) Indexation of the optional standard deduction for inflation
300.13(422) Reciprocal tax agreements
300.14(422) Information returns for reporting income payments to the department of revenue
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300.15(422) Relief from joint and several liability under Iowa Code section 422.21(7) for
substantial understatement of tax attributable to nonrequesting spouse or former
spouse

300.16(422) Preparation of taxpayers’ returns by department employees
300.17(422) Resident determination
300.18(422) Tax treatment of income repaid in current tax year which had been reported on

prior Iowa individual income tax return

CHAPTER 301
FILING RETURN AND PAYMENT OF TAX

301.1(422) Who must file
301.2(422) Time and place for filing
301.3(422) Form for filing
301.4(422) Filing status
301.5(422) Payment of tax
301.6(422) Minimum tax
301.7(422) Tax on lump-sum distributions
301.8(422) State income tax limited to taxpayer’s net worth immediately before the distressed

sale
301.9(422) Special tax computation for all low-income taxpayers except single taxpayers
301.10(422) Election to report excess income from sale or exchange of livestock due to drought

in the next tax year
301.11(422) Forgiveness of tax for an individual whose federal income tax was forgiven

because the individual was killed outside the United States due to military or
terroristic action

301.12(422) Tax benefits for persons in the armed forces deployed outside the United States and
for certain other persons serving in support of those forces

301.13 Reserved
301.14(422) Tax benefits for persons serving in support of the Bosnia-Herzegovina hazardous

duty area
301.15(422) Special tax computation for taxpayers who are 65 years of age or older

CHAPTER 302
DETERMINATION OF NET INCOME

302.1(422) Net income defined
302.2(422) Interest and dividends from federal securities
302.3(422) Interest and dividends from foreign securities and securities of state and other

political subdivisions
302.4 Reserved
302.5(422) Military pay
302.6(422) Interest and dividend income
302.7(422) Current year capital gains and losses
302.8(422) Gains and losses on property acquired before January 1, 1934
302.9(422) Work opportunity tax credit and alcohol and cellulosic biofuel fuels credit
302.10 and 302.11 Reserved
302.12(422) Income from partnerships or limited liability companies
302.13(422) Subchapter “S” income
302.14(422) Contract sales
302.15(422) Reporting of incomes by married taxpayers who file a joint federal return but elect

to file separately for Iowa income tax purposes
302.16(422) Income of nonresidents
302.17(422) Income of part-year residents
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302.18(422) Net operating loss carrybacks and carryovers
302.19(422) Casualty losses
302.20(422) Adjustments to prior years
302.21(422) Additional deduction for wages paid or accrued for work done in Iowa by certain

individuals
302.22(422) Disability income exclusion
302.23(422) Social security benefits
302.24(99E) Lottery prizes
302.25 and 302.26 Reserved
302.27(422) Incomes from distressed sales of qualifying taxpayers
302.28 Reserved
302.29(422) Intangible drilling costs
302.30(422) Percentage depletion
302.31(422) Away-from-home expenses of state legislators
302.32(422) Interest and dividends from regulated investment companies which are exempt

from federal income tax
302.33 Reserved
302.34(422) Exemption of restitution payments for persons of Japanese ancestry
302.35(422) Exemption of Agent Orange settlement proceeds received by disabled veterans

or beneficiaries of disabled veterans
302.36(422) Exemption of interest earned on bonds issued to finance beginning farmer loan

program
302.37(422) Exemption of interest from bonds issued by the Iowa comprehensive petroleum

underground storage tank fund board
302.38 Reserved
302.39(422) Exemption of interest from bonds or notes issued to fund the 911 emergency

telephone system
302.40(422) Exemption of active-duty military pay of national guard personnel and armed

forces reserve personnel received for services related to operation desert shield
302.41(422) Capital gain exclusion for elected employee-owned stock in a qualified corporation
302.42(422) Depreciation of speculative shell buildings
302.43(422) Retroactive exemption for payments received for providing unskilled in-home

health care services to a relative
302.44(422,541A) Individual development accounts
302.45(422) Exemption for distributions from pensions, annuities, individual retirement

accounts, or deferred compensation plans received by nonresidents of Iowa
302.46(422) Taxation of compensation of nonresident members of professional athletic teams
302.47(422) Partial exclusion of pensions and other retirement benefits for disabled individuals,

individuals who are 55 years of age or older, surviving spouses, and survivors
302.48(422) Health insurance premiums deduction
302.49(422) Employer social security credit for tips
302.50(422) Computing state taxable amounts of pension benefits from state pension plans
302.51(422) Exemption of active-duty military pay of national guard personnel and armed

forces military reserve personnel for overseas services pursuant to military orders
for peacekeeping in the Bosnia-Herzegovina area

302.52(422) Mutual funds
302.53(422) Deduction for contributions by taxpayers to the Iowa educational savings plan trust

and addition to income for refunds of contributions previously deducted
302.54(422) Roth individual retirement accounts
302.55(422) Exemption of income payments for victims of the Holocaust and heirs of victims
302.56(422) Taxation of income from the sale of obligations of the state of Iowa and its political

subdivisions



Analysis, p.32 Revenue[701] IAC 11/1/23

302.57(422) Installment sales by taxpayers using the accrual method of accounting
302.58(422) Exclusion of distributions from retirement plans by national guard members and

members of military reserve forces of the United States
302.59 Reserved
302.60(422) Additional first-year depreciation allowance
302.61(422) Exclusion of active duty pay of national guard members and armed forces military

reserve members for service under orders for Operation Iraqi Freedom, Operation
Noble Eagle, Operation Enduring Freedom or Operation New Dawn

302.62(422) Deduction for overnight expenses not reimbursed for travel away from home of
more than 100 miles for performance of service as a member of the national
guard or armed forces military reserve

302.63(422) Exclusion of income from military student loan repayments
302.64(422) Exclusion of death gratuity payable to an eligible survivor of a member of the

armed forces, including a member of a reserve component of the armed forces
who has died while on active duty

302.65(422) Section 179 expensing
302.66(422) Deduction for certain unreimbursed expenses relating to a human organ transplant
302.67(422) Deduction for alternative motor vehicles
302.68(422) Injured veterans grant program
302.69(422) Exclusion of ordinary or capital gain income realized as a result of involuntary

conversion of property due to eminent domain
302.70(422) Exclusion of income from sale, rental or furnishing of tangible personal property

or services directly related to production of film, television or video projects
302.71(422) Exclusion for certain victim compensation payments
302.72(422) Exclusion of Vietnam Conflict veterans bonus
302.73(422) Exclusion for health care benefits of nonqualified tax dependents
302.74(422) Exclusion for AmeriCorps Segal Education Award
302.75(422) Exclusion of certain amounts received from Iowa veterans trust fund
302.76(422) Exemption of active duty pay for armed forces, armed forces military reserve,

or the national guard
302.77(422) Exclusion of biodiesel production refund
302.78(422) Allowance of certain deductions for 2008 tax year
302.79(422) Special filing provisions related to 2010 tax changes
302.80(422) Exemption for military retirement pay
302.81(422) Iowa ABLE savings plan trust
302.82(422,541B) First-time homebuyer savings accounts
302.83(422) Like-kind exchanges of personal property completed after December 31, 2017, but

before tax periods beginning on or after January 1, 2020
302.84(422) Broadband infrastructure grant exemption
302.85(422) Interest expense deduction adjustments
302.86(422) COVID-19 grant exclusion
302.87(422) Capital gain deduction for certain types of net capital gains
302.88(422) Net income from a farm tenancy agreement covering real property

CHAPTER 303
DETERMINATION OF TAXABLE INCOME

303.1(422) Verification of deductions required
303.2(422) Federal rulings and regulations
303.3(422) Federal income tax deduction and federal refund
303.4(422) Optional standard deduction
303.5(422) Itemized deductions
303.6(422) Itemized deductions—separate returns by spouses
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303.7(422) Itemized deductions—part-year residents
303.8(422) Itemized deductions—nonresidents
303.9(422) Annualizing income
303.10(422) Income tax averaging
303.11(422) Reduction in state itemized deductions for certain high-income taxpayers
303.12(422) Deduction for home mortgage interest for taxpayers with mortgage interest credit
303.13(422) Iowa income taxes and Iowa tax refund

CHAPTER 304
ADJUSTMENTS TO COMPUTED TAX AND TAX CREDITS

304.1(257,422) School district surtax
304.2(422D) Emergency medical services income surtax
304.3(422) Exemption credits
304.4(422) Tuition and textbook credit for expenses incurred for dependents attending grades

kindergarten through 12 in Iowa
304.5(422) Nonresident and part-year resident credit
304.6(422) Out-of-state tax credits
304.7(422) Out-of-state tax credit for minimum tax
304.8(422) Withholding and estimated tax credits
304.9(422) Motor fuel credit
304.10(422) Alternative minimum tax credit for minimum tax paid in a prior tax year
304.11(15,422) Research activities credit
304.12(422) New jobs credit
304.13(422) Earned income credit
304.14(15) Investment tax credit—new jobs and income program and enterprise zone program
304.15(422) Child and dependent care credit
304.16(422) Franchise tax credit
304.17(15E) Eligible housing business tax credit
304.18(422) Assistive device tax credit
304.19(404A,422) Historic preservation and cultural and entertainment district tax credit for projects

with Part 2 applications approved and tax credits reserved prior to July 1, 2014
304.20(422) Ethanol blended gasoline tax credit
304.21(15E) Eligible development business investment tax credit
304.22(15E,422) Venture capital credits
304.23(15) New capital investment program tax credits
304.24(15E,422) Endow Iowa tax credit
304.25(422) Soy-based cutting tool oil tax credit
304.26(15I,422) Wage-benefits tax credit
304.27(422,476B) Wind energy production tax credit
304.28(422,476C) Renewable energy tax credit
304.29(15) High quality job creation program
304.30(15E,422) Economic development region revolving fund tax credit
304.31(422) Early childhood development tax credit
304.32(422) School tuition organization tax credit
304.33(422) E-85 gasoline promotion tax credit
304.34(422) Biodiesel blended fuel tax credit
304.35(422) Soy-based transformer fluid tax credit
304.36(16,422) Agricultural assets transfer tax credit and custom farming contract tax credit
304.37(15,422) Film qualified expenditure tax credit
304.38(15,422) Film investment tax credit
304.39(422) Ethanol promotion tax credit
304.40(422) Charitable conservation contribution tax credit
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304.41(15,422) Redevelopment tax credit
304.42(15) High quality jobs program
304.43(16,422) Disaster recovery housing project tax credit
304.44(422) Deduction of credits
304.45(15) Aggregate tax credit limit for certain economic development programs
304.46(422) E-15 plus gasoline promotion tax credit
304.47(422) Geothermal heat pump tax credit
304.48(422) Solar energy system tax credit
304.49(422) Volunteer fire fighter, volunteer emergency medical services personnel member,

and reserve peace officer tax credit
304.50(422) Taxpayers trust fund tax credit
304.51(422) From farm to food donation tax credit
304.52(422) Adoption tax credit
304.53(15) Workforce housing tax incentives program
304.54(404A,422) Historic preservation and cultural and entertainment district tax credit for projects

registered on or after July 1, 2014, and before August 15, 2016
304.55(404A,422) Historic preservation and cultural and entertainment district tax credit for projects

registered on or after August 15, 2016
304.56(15,422) Renewable chemical production tax credit program
304.57(15E,422) Hoover presidential library tax credit

CHAPTER 305
ASSESSMENTS AND REFUNDS

305.1(422) Notice of discrepancies
305.2(422) Notice of assessment, supplemental assessments and refund adjustments
305.3(422) Overpayments of tax
305.4(422) Optional designations of funds by taxpayer
305.5(422) Abatement of tax
305.6 and 305.7 Reserved
305.8(422) Livestock production credit refunds for corporate taxpayers and individual

taxpayers

CHAPTER 306
PENALTY AND INTEREST

306.1(422) Penalty
306.2(422) Computation of interest on unpaid tax
306.3(422) Computation of interest on refunds resulting from net operating losses
306.4(422) Computation of interest on overpayments

CHAPTER 307
WITHHOLDING

307.1(422) Who must withhold
307.2(422) Computation of amount withheld
307.3(422) Forms, returns, and reports
307.4(422) Withholding on nonresidents
307.5(422) Penalty and interest
307.6(422) Withholding tax credit to workforce development fund
307.7(422) ACE training program credits from withholding
307.8(260E) New job tax credit from withholding
307.9(15) Supplemental new jobs credit from withholding and alternative credit for housing

assistance programs
307.10(403) Targeted jobs withholding tax credit
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CHAPTER 308
ESTIMATED INCOME TAX FOR INDIVIDUALS

308.1(422) Who must pay estimated income tax
308.2(422) Time for filing and payment of tax
308.3(422) Estimated tax for nonresidents
308.4(422) Special estimated tax periods
308.5(422) Reporting forms
308.6(422) Penalty—underpayment of estimated tax
308.7(422) Estimated tax carryforwards and how the carryforward amounts are affected under

different circumstances

CHAPTERS 309 to 399
Reserved
TITLE V

PASS-THROUGH ENTITY INCOME TAX

CHAPTER 400
ADMINISTRATION

CHAPTER 401
PARTNERSHIPS

401.1(422) General rule
401.2(422) Partnership returns
401.3(422) Contents of partnership return
401.4(422) Distribution and taxation of partnership income

CHAPTER 402
S CORPORATIONS

CHAPTER 403
APPORTIONMENT OF INCOME FOR RESIDENT

SHAREHOLDERS OF S CORPORATIONS
403.1(422) Apportionment of income for resident shareholders of S corporations
403.2 Reserved
403.3(422) Distributions
403.4(422) Computation of net S corporation income
403.5(422) Computation of federal tax on S corporation income
403.6(422) Income allocable to Iowa
403.7(422) Credit for taxes paid to another state
403.8 and 403.9 Reserved
403.10(422) Example for tax periods beginning on or after January 1, 2002

CHAPTER 404
COMPOSITE RETURNS FOR TAX YEARS BEGINNING PRIOR TO JANUARY 1, 2022

404.1(422) Composite returns
404.2(422) Definitions
404.3(422) Filing requirements
404.4 Reserved
404.5(422) Composite return required by director
404.6(422) Determination of composite Iowa income
404.7(422) Determination of composite Iowa tax
404.8(422) Estimated tax
404.9(422) Time and place for filing
404.10(422) Repeal—transition rule
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CHAPTER 405
COMPOSITE RETURNS FOR TAX YEARS BEGINNING ON OR AFTER JANUARY 1, 2022

405.1(422) Composite returns
405.2(422) Definitions
405.3(422) Filing and payment for pass-through entities
405.4(422) Nonresident member determination
405.5(422) Exceptions to the composite return requirement
405.6(422) Election out of the composite return tax requirement
405.7(422) Determination of composite return tax
405.8(422) Filing for nonresident members—composite tax credits
405.9(422) Composite returns for nonresidents who are not members of a pass-through entity

CHAPTERS 406 to 499
Reserved
TITLE VI

CORPORATION INCOME TAX

CHAPTER 500
ADMINISTRATION

500.1(422) Definitions
500.2(422) Statutes of limitation
500.3(422) Retention of records
500.4(422) Cancellation of authority to do business
500.5(422) Authority for deductions
500.6(422) Jeopardy assessments
500.7(422) Information confidential
500.8 Reserved
500.9(422) Delegation of authority to audit and examine
500.10(422) Corporate income tax rate adjustments

CHAPTER 501
FILING RETURNS, PAYMENT OF TAX,

PENALTY AND INTEREST, AND TAX CREDITS
501.1(422) Who must file
501.2(422) Time and place for filing return
501.3(422) Form for filing
501.4(422) Payment of tax
501.5(422) Minimum tax
501.6(422) Motor fuel credit
501.7(422) Research activities credit
501.8(422) New jobs credit
501.9 Reserved
501.10(15) New jobs and income program tax credits
501.11(422) Refunds and overpayments
501.12(422) Deduction of credits
501.13(422) Livestock production credits
501.14(15E) Enterprise zone tax credits
501.15(15E) Eligible housing business tax credit
501.16(422) Franchise tax credit
501.17(422) Assistive device tax credit
501.18(404A,422) Historic preservation and cultural and entertainment district tax credit for projects

with Part 2 applications approved and tax credits reserved prior to July 1, 2014
501.19(422) Ethanol blended gasoline tax credit



IAC 11/1/23 Revenue[701] Analysis, p.37

501.20(15E) Eligible development business investment tax credit
501.21(15E,422) Venture capital credits
501.22(15) New capital investment program tax credits
501.23(15E,422) Endow Iowa tax credit
501.24(422) Soy-based cutting tool oil tax credit
501.25(15I,422) Wage-benefits tax credit
501.26(422,476B) Wind energy production tax credit
501.27(422,476C) Renewable energy tax credit
501.28(15) High quality job creation program
501.29(15E,422) Economic development region revolving fund tax credit
501.30(422) E-85 gasoline promotion tax credit
501.31(422) Biodiesel blended fuel tax credit
501.32(422) Soy-based transformer fluid tax credit
501.33(16,422) Agricultural assets transfer tax credit and custom farming contract tax credit
501.34(15,422) Film qualified expenditure tax credit
501.35(15,422) Film investment tax credit
501.36(422) Ethanol promotion tax credit
501.37(422) Charitable conservation contribution tax credit
501.38(422) School tuition organization tax credit
501.39(15,422) Redevelopment tax credit
501.40(15) High quality jobs program
501.41(15) Aggregate tax credit limit for certain economic development programs
501.42(16,422) Disaster recovery housing project tax credit
501.43(422) E-15 plus gasoline promotion tax credit
501.44(422) Solar energy system tax credit
501.45(422) From farm to food donation tax credit
501.46(15) Workforce housing tax incentives program
501.47(404A,422) Historic preservation and cultural and entertainment district tax credit for projects

registered on or after July 1, 2014, and before August 15, 2016
501.48(404A,422) Historic preservation and cultural and entertainment district tax credit for projects

registered on or after August 15, 2016
501.49(15,422) Renewable chemical production tax credit program
501.50(15E,422) Hoover presidential library tax credit

CHAPTER 502
DETERMINATION OF NET INCOME

502.1(422) Computation of net income for corporations
502.2(422) Net operating loss carrybacks and carryovers
502.3(422) Capital loss carryback
502.4(422) Net operating and capital loss carrybacks and carryovers
502.5(422) Interest and dividends from federal securities
502.6(422) Interest and dividends from foreign securities, and securities of state and their

political subdivisions
502.7(422) Safe harbor leases
502.8(422) Additions to federal taxable income
502.9(422) Gains and losses on property acquired before January 1, 1934
502.10(422) Work opportunity tax credit and alcohol and cellulosic biofuel fuels credit
502.11(422) Additional deduction for wages paid or accrued for work done in Iowa by certain

individuals
502.12(422) Federal income tax deduction
502.13(422) Iowa income taxes and Iowa tax refund
502.14(422) Method of accounting, accounting period
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502.15(422) Consolidated returns
502.16(422) Federal rulings and regulations
502.17(422) Depreciation of speculative shell buildings
502.18(422) Deduction of multipurpose vehicle registration fee
502.19(422) Deduction of foreign dividends
502.20(422) Employer social security credit for tips
502.21(422) Deductions related to the Iowa educational savings plan trust
502.22(422) Additional first-year depreciation allowance
502.23(422) Section 179 expensing
502.24(422) Exclusion of ordinary or capital gain income realized as a result of involuntary

conversion of property due to eminent domain
502.25(422) Exclusion of income from sale, rental or furnishing of tangible personal property

or services directly related to production of film, television, or video projects
502.26(422) Exclusion of biodiesel production refund
502.27(422) Like-kind exchanges of personal property completed after December 31, 2017, but

before tax periods beginning on or after January 1, 2020
502.28(422) Broadband infrastructure grant exemption
502.29(422) Interest expense deduction adjustments
502.30(422) COVID-19 grant exclusion

CHAPTER 503
ALLOCATION AND APPORTIONMENT

503.1(422) Basis of corporate tax
503.2(422) Allocation or apportionment of investment income
503.3(422) Application of related expense to allocable interest, dividends, rents and

royalties—tax periods beginning on or after January 1, 1978
503.4(422) Net gains and losses from the sale of assets
503.5(422) Where income is derived from the manufacture or sale of tangible personal property
503.6(422) Apportionment of income derived from business other than the manufacture or sale

of tangible personal property
503.7(422) Apportionment of income of transportation, communications, and certain public

utilities corporations
503.8(422) Apportionment of income derived from more than one business activity carried

on within a single corporate structure
503.9(422) Allocation and apportionment of income in special cases

CHAPTER 504
ASSESSMENTS, REFUNDS, APPEALS

504.1(422) Notice of discrepancies
504.2(422) Notice of assessment
504.3(422) Refund of overpaid tax
504.4(421) Abatement of tax
504.5(422) Protests

CHAPTER 505
ESTIMATED TAX FOR CORPORATIONS

505.1(422) Who must pay estimated tax
505.2(422) Time for filing and payment of tax
505.3(422) Special estimate periods
505.4(422) Reporting forms
505.5(422) Penalties
505.6(422) Overpayment of estimated tax



IAC 11/1/23 Revenue[701] Analysis, p.39

CHAPTERS 506 to 599
Reserved
TITLE VII

FRANCHISE TAX

CHAPTER 600
ADMINISTRATION

600.1(422) Definitions
600.2(422) Statutes of limitation
600.3(422) Retention of records
600.4(422) Authority for deductions
600.5(422) Jeopardy assessments
600.6(422) Information deemed confidential
600.7 Reserved
600.8(422) Delegation to audit and examine

CHAPTER 601
FILING RETURNS, PAYMENT OF TAX, PENALTY AND INTEREST,

AND TAX CREDITS
601.1(422) Who must file
601.2(422) Time and place for filing return
601.3(422) Form for filing
601.4(422) Payment of tax
601.5(422) Minimum tax
601.6(422) Refunds and overpayments
601.7(422) Allocation of franchise tax revenues
601.8(15E) Eligible housing business tax credit
601.9(15E) Eligible development business investment tax credit
601.10(404A,422) Historic preservation and cultural and entertainment district tax credit
601.11(15E,422) Venture capital credits
601.12(15) New capital investment program tax credits
601.13(15E,422) Endow Iowa tax credit
601.14(15I,422) Wage-benefits tax credit
601.15(422,476B) Wind energy production tax credit
601.16(422,476C) Renewable energy tax credit
601.17(15) High quality job creation program
601.18(15E,422) Economic development region revolving fund tax credit
601.19(15,422) Film qualified expenditure tax credit
601.20(15,422) Film investment tax credit
601.21(15) High quality jobs program
601.22(422) Solar energy system tax credit
601.23(15) Workforce housing tax incentives program
601.24(422) Deduction of credits
601.25(15E,422) Hoover presidential library tax credit

CHAPTER 602
DETERMINATION OF NET INCOME

602.1(422) Computation of net income for financial institutions
602.2(422) Net operating loss carrybacks and carryovers
602.3(422) Capital loss carryback
602.4(422) Net operating and capital loss carrybacks and carryovers
602.5(422) Interest and dividends from federal securities
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602.6(422) Interest and dividends from foreign securities and securities of states and other
political subdivisions

602.7(422) Safe harbor leases
602.8(422) Additional deduction for wages paid or accrued for work done in Iowa by certain

individuals
602.9(422) Work opportunity tax credit
602.10(422) Like-kind exchanges of personal property completed after December 31, 2017, but

before tax periods beginning on or after January 1, 2020
602.11(422) Gains and losses on property acquired before January 1, 1934
602.12(422) Federal income tax deduction
602.13(422) Iowa franchise taxes
602.14(422) Method of accounting, accounting period
602.15(422) Consolidated returns
602.16(422) Federal rulings and regulations
602.17(15E,422) Charitable contributions relating to the endow Iowa tax credit
602.18(422) Depreciation of speculative shell buildings
602.19(422) Deduction of multipurpose vehicle registration fee
602.20(422) Disallowance of expenses to carry an investment subsidiary for tax years which

begin on or after January 1, 1995
602.21(422) S corporation and limited liability company financial institutions
602.22(422) Deduction for contributions made to the endowment fund of the Iowa educational

savings plan trust
602.23(422) Additional first-year depreciation allowance
602.24(422) Section 179 expensing

ALLOCATION AND APPORTIONMENT
602.25(422) Basis of franchise tax
602.26(422) Allocation and apportionment
602.27(422) Net gains and losses from the sale of assets
602.28(422) Apportionment factor
602.29(422) Allocation and apportionment of income in special cases
602.30(422) Broadband infrastructure grant exemption
602.31(422) Interest expense deduction adjustments
602.32(422) COVID-19 grant exclusion

CHAPTER 603
ASSESSMENTS, REFUNDS, APPEALS

603.1(422) Notice of discrepancies
603.2(422) Notice of assessment
603.3(422) Refund of overpaid tax
603.4(421) Abatement of tax
603.5(422) Protests

CHAPTER 604
ESTIMATED TAX FOR FINANCIAL INSTITUTIONS

604.1(422) Who must pay estimated tax
604.2(422) Time for filing and payment of tax
604.3(422) Special estimate periods
604.4(422) Reporting forms
604.5(422) Penalties
604.6(422) Overpayment of estimated tax
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CHAPTERS 605 to 699
Reserved
TITLE VIII

FIDUCIARY INCOME TAX

CHAPTER 700
FIDUCIARY INCOME TAX

700.1(422) Administration
700.2(422) Confidentiality
700.3(422) Situs of trusts
700.4(422) Fiduciary returns and payment of the tax
700.5(422) Extension of time to file
700.6(422) Penalties
700.7(422) Interest or refunds on net operating loss carrybacks
700.8(422) Reportable income and deductions
700.9(422) Audits, assessments and refunds
700.10(422) The income tax certificate of acquittance
700.11(422) Appeals to the director

CHAPTERS 701 to 799
Reserved
TITLE IX

TAX CREDITS

CHAPTER 800
TAX CREDITS

CHAPTERS 801 to 899
Reserved
TITLE X

INHERITANCE TAX

CHAPTER 900
INHERITANCE TAX

900.1(450) Administration
900.2(450) Inheritance tax returns and payment of tax
900.3(450) Audits, assessments and refunds
900.4(450) Appeals
900.5(450) Gross estate
900.6(450) The net estate
900.7(450) Life estate, remainder and annuity tables—in general
900.8(450B) Special use valuation
900.9(450) Market value in the ordinary course of trade
900.10(450) Alternate valuation date
900.11(450) Valuation—special problem areas
900.12(450) The inheritance tax clearance
900.13(450) No lien on the surviving spouse’s share of the estate
900.14(450) Computation of shares
900.15(450) Applicability
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CHAPTER 901
IOWA ESTATE TAX

901.1(451) Administration
901.2(451) Confidential and nonconfidential information
901.3(451) Tax imposed, tax returns, and tax due
901.4(451) Audits, assessments and refunds
901.5(451) Appeals
901.6(451) Applicable rules

CHAPTER 902
GENERATION SKIPPING TRANSFER TAX

902.1(450A) Administration
902.2(450A) Confidential and nonconfidential information
902.3(450A) Tax imposed, tax due and tax returns
902.4(450A) Audits, assessments and refunds
902.5(450A) Appeals
902.6(450A) Generation skipping transfers prior to Public Law 99-514
902.7(421) Applicability
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CHAPTER 219
SALES AND USE TAX ON CONSTRUCTION ACTIVITIES

Rules in this chapter include cross references to provisions in 701—Chapters 15 to 20, 21, 26, 30,
32 and 33 that were applicable prior to July 1, 2004. The rules in these chapters have been renumbered
and can now be found in the following chapters: Chapter 15 (Chapter 288), Chapter 16 (Chapters 210,
212, 213, 225, and 284), Chapter 17 (Chapter 284), Chapter 18 (Chapter 285), Chapter 19 (Chapter 219),
Chapter 20 (Chapter 220), Chapter 26 (Chapter 211), Chapter 30 (Chapter 202), Chapter 32 (Chapter
281), and Chapter 33 (Chapter 282).

701—219.1(423) General information. Iowa Code section 423.2(1) imposes a tax upon the sales price
from the sales of tangible personal property, consisting of goods, wares or merchandise sold at retail in
this state to consumers and users. Also subject to tax are certain enumerated services. Those services
relating to the construction industry include carpentry; roof, shingle and glass repair; electrical repair
and installation; excavating and grading; house and building moving; laboratory testing; landscaping;
machinery operator services; machine repair of all kinds; oilers and lubricators; painting, papering,
and interior decorating; pipe fitting and plumbing; wood preparations; termite, bug, roach, and pest
eradicators; tin and sheet metal repair; welding; well drilling; and wrecking services. Under Iowa
law, contractors are consumers or users of certain tangible personal property. Contractors may also
be retailers of tangible personal property and taxable enumerated services. It should be noted that
these services are exempt from taxation when performed on or in connection with new construction,
reconstruction, alteration, expansion, or remodeling of a building or structure. The services of a general
building contractor, architect or engineer are exempt from tax when performed on or in connection with
new construction, reconstruction, alteration, expansion, or remodeling of a building or structure. For
the purposes of this exemption, a structure is defined as that which is artificially built up or composed of
parts joined together in some definite manner and which also has some obvious or apparent functional
use or purpose. Nonexclusive examples of structures include buildings; roads, whether paved or
otherwise; dikes; drainage ditches; and ponds. See rule 701—219.12(423) relating to structures.

This chapter details the obligation of contractors, contractor-retailers, retailers, and repairpersons to
pay or collect sales tax on the sales price from sales of building materials, supplies, equipment, and other
tangible personal property and the obligation of these parties to collect tax or claim exemption for their
performances of taxable services. How one is classified, whether as a contractor, contractor-retailer,
retailer, or repairperson is the basis for determining many of those obligations. It can be very difficult
for a person starting a business to determine if that business will be engaged in contracting, retailing,
a combination of the two, or providing repair services. However, one status must be chosen. Any
reasonable assessment of a new business’s status will be honored by the department. A status, once
chosen, should not be changed, unless it has become clear from an extended course of dealing that the
business has become something other than what it was established to be. For instance, if a business
is founded to engage in contracting and purchases construction materials based on the fact that it is a
contractor, but the founder must sell construction materials at retail if the business is to survive, and after
two years’ operation half the revenue is from construction contracts and half from retail sales, then the
business has become a contractor-retailer and henceforth should purchase construction materials based
on that status. Changing the status of a business from job to job to avoid the obligation to pay or collect
tax is not a lawful activity.

Iowa Code section 423.5 imposes a tax that is assessed upon tangible personal property purchased
for use in this state and on taxable services which are rendered, furnished or performed in Iowa or where
the product or result of such service is used in Iowa. “Use” of tangible personal property in Iowa is
defined to mean and include the exercise by any person of any right or power over tangible personal
property incident to the ownership of that property.
[Editorial change: IAC Supplement 10/18/23]
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701—219.2(423) Contractors—consumers of building materials, supplies, and equipment by
statute. Iowa Code section 423.2(1)“b” provides that sales of building materials, supplies and
equipment to owners, contractors, subcontractors or builders for the erection of buildings or the
alteration, repair or improvement of real property are retail sales in whatever quantity sold. This means
that a contractor, subcontractor, or builder cannot claim an exemption for resale when purchasing
building materials or supplies even if the contractor, subcontractor, or builder later separately itemizes
material and labor charges for construction contracts. Building materials and supplies would generally
consist of items which are incorporated into real property, lose their identity as tangible personal
property and cannot be removed without altering the realty, or which are consumed by the contractor
during the performance of the construction contract. See subrules 219.3(1), 219.3(2) and 219.3(3).
Building equipment would ordinarily consist of machinery and tools. See subrule 219.3(4). The fact
that a contractor, subcontractor or builder holds an Iowa retail sales tax permit and has a tax number
does not entitle that person to purchase building materials, supplies and equipment without paying sales
tax to the vendor. See rules 701—219.3(423) and 701—219.4(423).

When bidding on a contract, a contractor (general, special or subcontractor) should anticipate that
sales or use taxes will increase the cost of materials by the tax unless the sponsor is a designated exempt
entity; reference rule 701—219.23(423). The necessary allowance should be made in figuring the bid
inasmuch as the contractor will be held responsible for paying the tax on building supplies, materials
and equipment. The tax should not be identified as a separate item in the formal bid since the contractor
cannot charge sales tax.
[Editorial change: IAC Supplement 10/18/23; Editorial change: IAC Supplement 11/1/23]

701—219.3(423) Sales of building materials, supplies, and equipment to contractors,
subcontractors, builders or owners. Suppliers or dealers that sell materials and supplies to contractors,
subcontractors, builders or owners are required to collect Iowa sales tax from those persons based upon
the sales price from such sales. Reference 701—subrule 219.23(5), which deals with construction
contracts with designated exempt entities, for an explanation of one of the few exceptions to this
requirement. The fact that a contractor, subcontractor, or builder holds an Iowa retail sales tax permit
and has a tax number does not entitle that person to purchase building materials, supplies and equipment
without paying sales tax to the vendor. See rules 701—219.2(423) and 701—219.4(423). Materials
purchased out of state for use in Iowa are subject to the Iowa use tax which is payable in the quarter that
the materials are delivered into the state.

219.3(1) Building materials. The term “building materials” as used in this rule means materials used
in construction work, and is not limited to materials used in constructing a building with sides and
covering. The term may also include any type of materials used for improvement of the premises or
anything essential to the completion of a building or structure for the use intended. State v. James A.
Head & Company, Inc., 306 So. 2d 5 (Ala. 1974).

219.3(2) Building supplies. The term “building supplies” as used in this rule means anything that
is furnished for and used directly in the carrying on of the work of an owner, contractor, subcontractor
or builder and which is used or consumed by the contractor. Such items do not have to enter into and
become a physical part of the structure like building materials, but they do become as much a part of
the structure as the labor which is performed on it. United States Fidelity & Guaranty Co. v. Feenaughty
Machinery Co., 85 P.2d 1085, 197 Wash. 569.

219.3(3) Typical items. While not intended to be inclusive, the following is a list of typical items
regarded as building materials and supplies:

Asphalt
Bricks
Builders’ hardware
Caulking material
Cement
Central air conditioning
Cleaning compounds
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Conduit
Doors
Ducts
Electric wiring, connections, and switching devices
Fencing materials
Flooring1

Glass
Gravel
Insulation
Lath
Lead
Lighting fixtures
Lime
Linoleum1

Lubricants
Lumber
Macadam
Millwork
Modular and mobile homes
Mortar
Oil
Paint
Paper
Piping, valves, and pipe fittings
Plaster
Plates and rods used to anchor masonry foundations
Plumbing supplies
Polyethylene covers
Power poles, towers, and lines
Putty
Reinforcing mesh
Rock salt
Roofing
Rope
Sand
Sheet metal
Steel
Stone
Stucco
Tile
Wallboard
Wall coping
Water conditioners
Weather stripping
Windows
Window screens
Wire netting and screen
Wood preserver
219.3(4) Building equipment. The term “building equipment” as used in this rule means any

vehicle, machine, tool, implement or other device used by a contractor in erecting structures for others,
or reconstructing, altering, expanding or remodeling property of others which does not become a
physical component part of the property upon which work is performed, and which is not necessarily
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consumed in the performance of such work. “Building equipment” includes, but is not limited to, such
items as:

Compressors
Drill presses
Electric generators
Forms
Hand tools
Lathes
Replacement parts for equipment
Scaffolds
Tools
Vehicles including grading, lifting and excavating vehicles
Construction equipment purchased by a contractor which is intended for use in the performance of

an Iowa construction contract is subject to the Iowa sales or use tax. Equipment which is rented for use
on or in connection with an Iowa construction contract would normally be rented subject to tax. See rule
701—219.21(423) for an explanation of the existing exemption in favor of rented machinery used by a
contractor on a job site.
[Editorial change: IAC Supplement 10/18/23]

1 Floor coverings which are shaped to fit a particular room or area and which are attached to the supporting floor with cement, tacks
or tack strips or by some other method making a permanent attachment are considered to be building materials. Reference rule
701—16.48(422,423) for an exception concerning carpeting. Carpeting (whether attached to the floor or not) is not treated as a
building material for the purposes of this chapter. Rugs, mats and linoleum types of floor coverings which are not attached but
which are simply laid on finished floors are also not considered to be building materials.

701—219.4(423) Contractors, subcontractors or builders who are retailers. In some instances,
contractors, subcontractors and builders are in a dual business which includes reselling to the general
public on a recurring “over-the-counter” basis the same type of building materials and supplies which
are used by the contractors, subcontractors and builders in their own construction work. A person
operating in such a manner is referred to in this rule as a contractor-retailer. Any person who is
engaged in the performance of construction contracts and who also sells building materials or other
items at retail is obligated to examine the person’s business and determine if it is that of a contractor
or a contractor-retailer. A sale by a contractor-retailer of building materials, supplies and equipment
which does not provide for installation of the merchandise sold is considered a retail sale and subject
to sales tax. Conversely, a sale by a contractor-retailer of building supplies, materials and equipment
which provides for installation of the merchandise is considered a construction contract and tax shall be
paid by the contractor-retailer based upon the cost of materials at the time the materials are withdrawn
from inventory for use in a construction contract performed in Iowa. When a contractor-retailer does
repair work, the contractor-retailer is acting as a retailer and not a contractor and must collect tax on the
sales price charged for materials used in the repair and on the sales price charged for any labor used
in the repair which is a taxable service or on the entire charge if materials and labor are not separately
invoiced. Reference rule 701—285.31(422,423) and rule 701—219.13(423).

The following is a list of the characteristics of the usual contractor-retailer:
1. A contractor-retailer is a business which makes frequent retail sales to the public or to other

contractors and also engages in the performance of construction contracts (see rule 701—219.8(423)).
In determining whether a business is a contractor-retailer or a retailer only, the department looks to the
totality of business activity and not only to one portion of the business’s activity. Thus, the maintenance
of a small retail outlet does not automatically transform a contractor-retailer into a retailer, and a large
number of retail sales without a retail outlet can qualify a business as a contractor-retailer.

2. A business cannot claim the status of a contractor-retailer unless the business is in possession of
a valid sales tax permit to report tax due from retail sales and from withdrawals of materials or supplies
from inventory for use in construction contracts.

https://www.legis.iowa.gov/docs/iac/rule/701.219.21.pdf
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3. A contractor-retailer must purchase building materials, supplies, and equipment placed in its
inventory for resale; the contractor-retailer should not pay sales or use tax to its suppliers for these items.
Instead, the contractor-retailer should provide suppliers with valid resale exemption certificates. When
a valid certificate is furnished, the vendor is relieved from the responsibility of collecting the tax if the
purchaser has demonstrated that the purchaser is a contractor-retailer under the provisions of this rule.
Reference rule 701—288.3(423) and rule 701—219.19(423) for a detailed explanation of this matter.

4. A contractor-retailer purchasing construction material which will not be placed in its inventory
must purchase that material subject to Iowa sales or use tax. For example, if a contractor-retailer
purchases wet concrete for use in a construction project, that purchase is taxable.

5. A contractor-retailer usually has a retail outlet, but if not, frequent sales to individuals or other
contractors qualify a business as a contractor-retailer.

6. Contractor-retailers do not pay tax on materials withdrawn from inventory for use in
construction projects performed outside Iowa. See Iowa Code section 423.2(1)“b.”

The business records of a contractor-retailer must clearly reflect the use made of items purchased,
and the records must be in such form that the director can readily determine that the proper sales and use
tax liability is being reported and paid.

The following examples are offered to illustrate the responsibility for paying and remitting sales tax
under this rule:

EXAMPLE 1. ABC Company operates a retail outlet that sells lumber and other building materials
and supplies. ABC Company is also a contractor which builds residential and commercial structures.
ABC Company would be considered a contractor-retailer and would, therefore, purchase all inventory
items for resale. Those items which are used in the performance of a construction contract would be
subject to tax in the period that they are withdrawn from inventory. The tax would be computed on the
cost of the items withdrawn from inventory. Those items which are sold over the counter in the retail
outlets would be subject to tax at the time of sale. The tax would be computed on the over-the-counter
sales price.

EXAMPLE 2. EFG Company is a mechanical contractor and has no retail outlets. EFG Company
rarely sells any of its inventory to other persons or to other contractors. EFG Company would not
be considered a contractor-retailer under this rule. However, EFG Company would be considered a
contractor and must pay tax to its vendor at the time it purchases any building materials, supplies and
equipment. However, on those rare occasions when an inventory item is sold to another person or to
another contractor, tax must be collected at the time of sale; therefore, EFG Company should have a
sales tax permit. An adjustment can be made to the sales tax report by taking a credit for tax previously
paid on the item sold.

EXAMPLE 3. Home Town Construction Company is owned and operated by two individuals in a rural
Iowa farming community. They do not have a retail outlet but they frequently make sales of building
materials which are in their inventory to local residents. Home Town Construction Company would be
a contractor-retailer and could purchase all inventory items for resale. Those items which are used in the
performance of a construction contract would be subject to tax in the period they are withdrawn from
inventory. The tax would be computed on the cost of the items withdrawn from inventory. Those items
which are sold to residents would be subject to the tax at the time of sale. The tax would be computed
on the sales price of the items.

EXAMPLE 4. Down Home Construction Company is operated by two individuals in a rural Iowa
farming community. They do not have a retail outlet and rarely make sales of building materials from
their inventory to local residents. Down Home Construction Company would not be considered a
contractor-retailer under this rule. Rather, Down Home Construction Company would be considered
a contractor and must pay tax to its vendor at the time it purchases any building materials, supplies
and equipment. When sales are made to local residents, tax must be collected at the time of sale;
therefore, Down Home Construction Company should have a sales tax permit. However, Down Home
Construction Company can adjust its sales tax report by taking a credit for tax paid to its vendor on an
item sold to a local resident.

https://www.legis.iowa.gov/docs/iac/rule/701.288.3.pdf
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EXAMPLE 5. Intown Home Construction Company places modular homes on slabs or basement
foundations; makes electrical, plumbing and other connections; and otherwise prepares the modular
homes for sale as real estate. Intown also has a sales tax permit, maintains an inventory of modular
homes for sale, and sells homes from the inventory as tangible personal property to owners who later
convert the property to real estate. Intown is a contractor-retailer and is obligated to pay or collect
sales tax, respectively, at the time a modular home is withdrawn from inventory for use as material in a
construction contract or at the time a modular home is withdrawn from inventory for sale to an owner.
See rule 701—220.11(423) for an explanation of the basis on which tax is computed.

EXAMPLE 6. Smith’s Plumbing has a retail store in Davenport, but it also installs plumbing fixtures
and lines in new construction and remodeling projects. Plumbing supplies that are taken from an
inventory in Davenport for a new home being built in Rock Island, Illinois, are withdrawn exempt from
Iowa sales tax because the construction contract is performed outside Iowa. However, those supplies
may be subject to Illinois sales or use tax.
[Editorial change: IAC Supplement 10/18/23]

701—219.5(423) Building materials, supplies, and equipment used in the performance of
construction contracts within and outside Iowa.

219.5(1) The use of building materials, supplies, or equipment in the performance of construction
contracts by the manufacturer outside Iowa is not a sale of tangible personal property and, therefore, is
not a taxable event. The use of tangible personal property as building materials, supplies, or equipment
by the manufacturer in the performance of construction contracts in Iowa is a sale at retail and a taxable
event. The tax is computed on the manufacturer’s fabricated cost or cost of production. See rule
701—219.6(423) for a characterization of the term manufacturer’s “fabricated cost.”

219.5(2) A contractor-retailer’s withdrawal of materials from inventory for use in construction
contracts outside this state is not a taxable event.

219.5(3) A contractor is a consumer by statute. A contractor’s purchase of materials for use in
a construction contract is subject to tax whether the materials are purchased for use in construction
contracts performed in Iowa or outside this state.

219.5(4) A manufacturer’s purchase of tangible personal property consumed as building material in
the manufacturer’s or the manufacturer’s subcontractor’s performance of construction contracts within
Iowa is taxable. The tax is computed on the fabricated cost or cost of production of thematerials. See rule
701—219.6(423) for a characterization of the term “fabricated cost.” The purchase of tangible personal
property consumed by a manufacturer as building material in the manufacturer’s or the manufacturer’s
subcontractor’s performance of a construction contract outside Iowa is not subject to tax.

219.5(5) Reference rule 701—281.8(423) for an exemption from use tax for building materials,
supplies, or equipment purchased outside Iowa, brought into this state, and subsequently used in the
performance of a construction contract outside this state.
[Editorial change: IAC Supplement 10/18/23]

701—219.6(423) Tangible personal property used or consumed by themanufacturer thereof. When
a person who is primarily engaged in the manufacture of building materials, supplies, or equipment for
sale and not for the person’s own use or consumption, considering the totality of the business, from time
to time uses or consumes the building materials, supplies, or equipment for construction purposes, the
person is deemed to be making retail sales to one’s self and subject to tax on the basis of the fabricated
cost of the items so used or consumed for construction purposes. If equipment, building materials, or
supplies are used by a manufacturer in the performance of a construction contract, a “sale” occurs only if
the equipment, materials, or supplies are used in the performance of a construction contract in Iowa. For
purposes of this rule, the term “fabricated cost” means and includes the cost of all materials as well as
the cost of labor, power, transportation to the plant, and other plant expenses but not installation on the
job site. Associated General Contractors of Iowa v. State Tax Commission, 255 Iowa 673, 123 N.W.2d
922 (1963). Also see rule 701—219.4(423) relating to contractors and rule 701—219.5(423) relating to
materials, supplies, and equipment used in construction contracts within and outside Iowa.
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701—219.7(423) Prefabricated structures.
219.7(1) Basic concepts and general rules. A “prefabricated structure” is any structure assembled

in a factory and capable of transport to the location where it will be used in the performance of a
construction contract by placement on a foundation either by the buyer or a designated contractor.
The term “prefabricated structure” includes a “modular home” as defined in rule 701—231.11(423), a
mobile home whether or not sold subject to the issuance of a certificate of title, “manufactured housing”
(reference definition in rule 701—282.10(423)), sectionalized housing, precut housing packages, and
panelized construction. With a few major exceptions (see subrule 219.7(2) regarding the “60 percent
rule” and reference rule 701—282.10(423) regarding the taxation of manufactured housing while
it is real property), the sales and use tax treatment of prefabricated structures generally follows the
treatment of construction materials, that is, tax is due when those structures are sold to or used by
owners, contractors, subcontractors, or builders. Sales of prefabricated structures which have not been
erected on a foundation are considered sales of tangible personal property and thus are taxable at the
time of retail sale. The usual basis for computing sales or use tax is the purchase price charged to a
consumer or user by the seller of a prefabricated structure. Custom Built Homes Co. v. Kansas State
Commission of Revenue and Taxation, 184 Kan. 31, 334 P.2d 808 (1959). Sales or use tax is due on the
full purchase price when a prefabricated structure is delivered under a contract for sale or sold for use
in Iowa. Dodgen Industries Inc. v. Iowa State Tax Commission, 160 N.W.2d 289 (Iowa 1968).

219.7(2) Exceptions to the general rules. There are a number of exceptions to the general rules stated
above in 219.7(1). Those exceptions are applicable to modular and mobile homes and manufactured
housing. They are explained as follows:

a. Modular homes. Only 60 percent of the sales price from the sale of a modular home is subject
to Iowa tax. See rule 701—220.11(423). This 60 percent rule is applicable only to a “modular home”
as that phrase is defined in rule 701—220.11(423) and not to other types of prefabricated structures
which do not meet the definition of the term “modular home” such as sectionalized housing or panelized
construction. Also, the 60 percent rule is not applicable to the sale of materials used in the assembly of
a modular home, only to the sale of the finished product.

b. Mobile homes and manufactured housing. Iowa use tax and not Iowa sales tax is imposed on
mobile homes or manufactured housing sold subject to the issuance of a certificate of title, and, similar
to 219.7(2)“a” above, use tax is imposed only upon 60 percent of the purchase price of these mobile
homes or manufactured housing. Reference rule 701—281.3(423). All mobile homes sold in Iowa or
sold outside Iowa for use in this state are sold subject to Iowa use tax, whether sold for placement within
or outside a mobile home park; see Iowa Code chapters 423 and 435.

219.7(3) Tax consequences of sales of modular homes by various parties, some operating in a dual
capacity.

a. A retailer (dealer) that is not additionally a contractor or manufacturer of modular homes
purchases those homes tax-free from a wholesaler or manufacturer for subsequent resale to contractors
or owners. Tax must be collected when the dealer sells the modular home to an owner or contractor.

b. A contractor that is not a dealer must pay tax when purchasing a modular home for use in a
construction contract or for some other purpose. A contractor’s sale of a modular home to an owner or
another contractor is treated as explained in Examples 2 and 4 of rule 701—219.4(423).

c. A dealer that is also a contractor will purchase homes tax-free for inclusion in its inventory.
Tax is imposed when the dealer withdraws a home from inventory for sale or use in the performance of
a construction contract as explained in rule 701—219.4(423).

d. A manufacturer that acts as its own dealer and sells its own modular homes at retail to
contractors or owners will collect tax on the sales price from its sales of those modular homes to
its customers. This situation is in contrast to that described in subrule 701—219.7(4) in which a
manufacturer uses its own modular homes in the performance of construction contracts and the tax due
is computed on a sum other than the sales price from the sale of a home.

What is stated in this subrule concerning sales of modular homes is generally applicable to the use
tax on mobile homes and manufactured housing. However, one distinct difference is that mobile homes
and manufactured housing are seldom, if ever, purchased by a dealer for any subsequent use in the
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performance of construction contracts. A dealer will often purchase a mobile home or manufactured
housing for subsequent resale to a customer as tangible personal property and then will place or install
themobile home ormanufactured housing on a site prepared by the customer. This is not the performance
of a construction contract (see rule 701—219.8(423)), and the dealer is a retailer who installs tangible
personal property and is not a construction contractor.

219.7(4) Manufacturers who perform construction contracts. When companies whose principal
business is the manufacture of prefabricated structures use those structures in the performance of
construction contracts, this use is treated as a retail sale of the structures on the manufacturer’s part.
See rule 701—219.6(423) for a detailed description of the sales tax treatment of this sort of transaction.
The 60 percent rule (see 219.7(2) above) is not applicable when calculating the amount of tax owed by
a manufacturer.

219.7(5) Examples. The following examples are intended to illustrate who must collect or remit
sales or use tax when a manufacturer sells a modular home to a contractor or owner or acts as a
contractor in erecting the home. The incidence of tax depends on several factors, such as the nature of
the manufacturer’s business, the point of delivery, the contractual agreement for erection and whether
or not a sale for resale has occurred.

EXAMPLE 1. The manufacturer is located outside Iowa. The manufacturer contracts with an Iowa
customer to build a home in the manufacturer’s factory. The manufacturer also contracts to completely
erect the home, install the furnace, and do electrical and other necessary work to make the home ready
for occupancy. The main source of the manufacturer’s income relates to on-site construction. The
manufacturer has paid a sales tax equal to Iowa tax in its state of residency. The manufacturer would be
considered to be performing a construction contract in Iowa and would owe use tax in Iowa; however, a
sales tax credit would be allowed for tax paid to the other state.

EXAMPLE 2. The manufacturer is located outside Iowa. An Iowa unrelated builder/dealer contracts
with the customer for the home and then contracts with the manufacturer for construction, delivery,
and installation on the customer’s foundation. The manufacturer delivers the home into Iowa on the
manufacturer’s own truck. The customer, by contractual agreement, is obligated to pay for the home on
delivery of the property, so the sale takes place in Iowa. In this situation, the manufacturer is involved
in the sale of tangible personal property rather than the sale of real estate and must collect Iowa sales tax
on 60 percent of the sales price to the Iowa builder/dealer.

EXAMPLE 3. The manufacturer is located outside Iowa. The manufacturer contracts to sell a home
to a customer (owner) in Iowa. The manufacturer hires a common carrier to deliver the home to the
Iowa customer. The manufacturer has no activity in Iowa that would create a “nexus” requiring the
manufacturer to collect Iowa tax. In this situation, the Iowa customer is required to remit use tax on 60
percent of the purchase price of the home.

EXAMPLE 4. The manufacturer may be located in Iowa or outside Iowa. The manufacturer sells a
home to a dealer in Iowa that will resell the home to the final customer. The manufacturer may deliver
the home, or delivery may be made by a common carrier. The manufacturer has no contractual obligation
for erection. In this situation, the manufacturer is making a sale for resale and is not required to collect
tax. The manufacturer must have a valid resale certificate on file from the dealer. The dealer, if in Iowa,
would be required to collect tax when the home is sold.

EXAMPLE 5. The manufacturer is located in Iowa. The manufacturer contracts to furnish, deliver,
and perform the setup on a home in a state other than Iowa. The manufacturer withdraws the home from
inventory and transports the home to the other state for setup. In this situation, the Iowa manufacturer
does not owe any Iowa tax because Iowa Code section 423.2(1)“b” exempts building materials and
supplies that manufacturers withdraw from inventory for construction outside Iowa.

EXAMPLE 6. The manufacturer is located in Iowa. The manufacturer sells a home to an Iowa
customer and agrees, under separate contract, to transport the home to the job site and perform the
setup. The manufacturer should collect tax on 60 percent of the sales price of the home. The customer
also wants a garage. The manufacturer agrees to sell the lumber, nails, and shingles to the customer
who would build the garage. This sale would be considered a sale at retail, and the manufacturer should
collect tax on the entire sales price of these materials. The same would be true if the manufacturer sold

https://www.legis.iowa.gov/docs/iac/rule/701.219.8.pdf
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appliances separate from the sale of the home; sales tax would be due on the entire sales price of the
appliances.

EXAMPLE 7. The manufacturer may be located inside or outside Iowa. The manufacturer sells a
modular home to a dealer that is a general contractor. The dealer subcontracts the work of placing the
home on a foundation to various third parties, which transport the home to its site, excavate for and pour
the concrete slab, and perform plumbing, electrical hookup, and all other services which are part of the
construction contract for placing the modular home at its location. Since the sale of the modular home
is to a dealer that is a contractor, the manufacturer will collect and the dealer will pay tax on 60 percent
of the modular home’s invoice price.
[Editorial change: IAC Supplement 10/18/23]

701—219.8(423) Types of construction contracts. The term “construction contract” is defined as an
agreement under the terms of which an individual, corporation, partnership or other entity agrees to
furnish the necessary building or structural materials, supplies, equipment or fixtures and to erect the
same on the project site for a second party known as a sponsor. Nonexclusive examples of the types
of construction contracts include: lump-sum contracts; cost plus contracts; time and material contracts;
unit price contracts; guaranteed maximum or upset price contracts; construction management contracts;
design built contracts; and turnkey contracts.

The following is a nonexclusive list of activities and items which could fall within the meaning
of a construction contract or are generally associated with new construction, reconstruction, alteration,
or expansion of a building or structure. The list is provided merely for the purpose of illustration. It
should not be used to distinguish machinery and equipment from real property or structures since such
a determination is factual. See rules 701—219.11(423) and 701—219.12(423) for details.

Ash removal equipment (installed as distinguished from portable units)
Automatic sprinkler systems (fire protection)
Awnings and venetian blinds which become attached to real property
Boilers (installed as distinguished from portable units)
Brick work
Builder’s hardware
Burglar alarm and fire alarm fixtures
Caulking materials work
Cement work
Central air conditioner installation
Coal handling equipment (installed as distinguished from portable units)
Concrete work
Counters, lockers (installed as distinguished from portable units), and prefabricated cabinets
Drapery installation
Electric conduit work and items relating thereto
Electric distribution lines
Electric transmission lines
Floor covering which is permanently installed—see rule 701—213.20(422,423) for an exception to

this regarding carpeting
Flooring work
Furnaces, heating boilers and heating units
Glass and glazing work
Gravel work (excluding landscaping)
Installation of modular homes on foundations
Lathing work
Lead work
Lighting fixtures
Lime work
Lumber and carpenter works

https://www.legis.iowa.gov/docs/iac/rule/701.219.11.pdf
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Macadam work
Millwork installation
Mortar work
Oil work
Paint booths and spray booths (installed as distinguished from portable units)
Painting work
Paneling work
Papering work
Passenger and freight elevators
Piping valves and pipe fitting work
Plastering work
Plumbing work
Prefabricated cabinets, counters, and lockers (installed as opposed to portable units)
Putty work
Refrigeration units (central plants installation as distinguished from portable units)
Reinforcing mesh work
Road construction (concrete, bituminous, gravel, etc.)
Roofing work
Sheet metal work
Sign installation (other than portable sign installation)
Steel work
Stone work
Stucco work
Tile work—ceiling, floor and walls
Underground gas mains
Underground sewage disposal
Underground water mains
Vault doors and equipment
Wallboard work
Wall coping work
Wallpaper work
Water heater and softener installation
Weather stripping work
Wire net screen work
Wood preserving work

[Editorial change: IAC Supplement 10/18/23]

701—219.9(423) Machinery and equipment sales contracts with installation. Machinery and
equipment sales contracts with installation are transactions which are considered a sale of tangible
personal property to a final consumer. Therefore, the individual who sells the equipment with
installation must purchase the machinery and equipment tax-free as a purchase for resale. This rule
should not be confused with subrule 219.3(3) regarding building equipment. The contract should
itemize the sales tax separately. If a contractor wishes to avoid an itemization of sales and use tax
on machinery and equipment which remains tangible personal property, the contractor can do so by
figuring the tax as a general overhead expense and including a statement in the contract and related
invoices that “sales tax is included in the contract price.”

If the sales transaction is one completed out of state and shipped in interstate commerce to a consumer
or a user in Iowa, and not otherwise exempt from tax, the final purchaser is required to pay Iowa use tax
on the purchase price of the machinery and equipment.

In a “mixed contract” (a construction contract mingled with a machinery and equipment
sales contract), the elements of the contract should be separated for sales tax purposes. See rule
701—219.10(423).

https://www.legis.iowa.gov/docs/iac/rule/701.219.3.pdf
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Certain services which are enumerated in Iowa Code section 423.2 are subject to tax when performed
under a contract for the installation ofmachinery and equipment which is not done in connectionwith new
construction, reconstruction, alteration, expansion or remodeling of a building or structure. Reference
rule 701—203.6(422,423) relating to installation charges. Examples of the enumerated services are:
electrical installation; plumbing; welding; and pipe fitting. Other labor charges for job site installation
which do not involve a taxable enumerated service are not subject to tax if the charges are separately
contracted or, if no written contract exists, are separately itemized on the billing from the seller to the
purchaser.

EXAMPLE. Company B contracts with Company A to furnish and install a portable conveyor unit in
Company A’s new building. Company B can purchase the portable conveyor unit tax-free because the
portable conveyor unit maintains its identity as tangible personal property after installation and does not
become a component part of the real property. Company B would then charge tax to Company A on
the sale of the portable conveyor unit. Installation charges would be part of the total sales price subject
to tax unless they are separately contracted or, if no written contract exists, separately itemized on the
billing from Company B to Company A.
[Editorial change: IAC Supplement 10/18/23]

701—219.10(423) Construction contracts with equipment sales (mixed contracts). Construction
contracts with equipment sales, commonly known as mixed contracts, place a dual burden on the
contractor, as a contractor is a consumer of construction materials and also a retailer of the machinery
and equipment. As a consumer by statute of construction building materials, supplies, and building
equipment, a contractor is required to pay sales tax to the supplier at the time of purchase or remit
use tax to the department if purchasing building materials, supplies, and building equipment from an
out-of-state supplier. Reference 701—Chapter 202 of the rules regarding use taxes. Machinery and
equipment must be purchased for resale by the contractor if the machinery and equipment does not
become real property. This means that the contractor does not pay tax to a supplier at the time of
purchase of machinery and equipment, but instead, the contractor is responsible for collecting sales tax
on the sales price from a sponsor and remitting it to the department.

EXAMPLE. Company A contracts with Company B to have Company B build a new building and
install all of the production machinery and equipment for the new building. Company B must pay tax on
its purchases of building materials and supplies which lose their identity as tangible personal property
and become a component part of the real property. Company B also purchases some refrigeration units
for the new building which maintain their identity as tangible personal property. These units must be
purchased tax-free by Company B because they will be resold. Company B would then charge Company
A the tax on the units which retain their identity as tangible personal property. The installation charges
for the units which remain as tangible personal property would be part of the total sales price subject to
tax unless they are separately contracted or, if no written contract exists, are separately itemized on the
billing from Company B to Company A.

When a mixed construction contract is let for a lump-sum amount, the machinery and equipment
furnished and installed shall be considered, for the purposes of this rule only, as being sold by the
contractor for an amount equal to the cost of the machinery and equipment.

Persons required to collect sales tax in Iowa under machinery and equipment contracts or a mixed
contract are required to have a sales tax or a retailer’s use tax permit.
[Editorial change: IAC Supplement 10/18/23]

701—219.11(423) Distinguishing machinery and equipment from real property. A construction
contract may include many activities, but it does not include a contract for the sale and installation of
machinery or equipment. Machinery and equipment includes property that is tangible personal property
when it is purchased and remains tangible personal property after installation. Generally, tangible
personal property can be moved without causing damage or injury to itself or to the structure, it does
not bear the weight of the structure, and it does not in any other manner constitute an integral part of a
structure. Manufactured machinery and equipment which does not become permanently annexed to the
realty remains tangible personal property after installation.

https://www.legis.iowa.gov/docs/ico/section/2005/423.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.203.6.pdf
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219.11(1) The following is a list of property which, under normal conditions, remains tangible
personal property after installation. The list is nonexclusive and is offered for illustrative purposes only:

a. Furniture, radio and television sets and antennas, washers and dryers, portable lamps, home
freezers, portable appliances and window air-conditioning units.

b. Portable items such as casework, tables, counters, cabinets, lockers, athletic and gymnasium
equipment and other related easily movable property attached to the structure.

c. Machinery, equipment, tools, appliances, and materials used exclusively as such by
manufacturers, industrial processors and others performing a processing function with the items.

d. Office, bank and savings and loan association furniture and equipment, including office
machines.

e. Radio, television and cable television station equipment, but not broadcasting towers.
f. Certain equipment used by restaurants and in institutional kitchens; for instance, dishwashers,

stainless steel wall cabinets, stainless steel natural gas stoves, stainless steel natural gas convection ovens,
and combination ovens and steamers with stands. This paragraph is not applicable to similar items used
in residential kitchens. See Petition of Taylor Industries Inc. (Dkt No. 94-30-6-0367, 3-14-95).

219.11(2) The following is a list of property which, under normal conditions, becomes a part of
realty. The list is nonexclusive and is offered for illustrative purposes only:

a. Boilers and furnaces.
b. Built-in household items such as kitchen cabinets, dishwashers, sinks (including faucets), fans,

garbage disposals and incinerators.
c. Buildings, and structural and other improvements to buildings, including awnings, canopies,

foundations for machinery, floors (including computer room floors), walls, general wiring and lighting
facilities, roofs, stairways, stair lifts, sprinkler systems, storm doors and windows, door controls, air
curtains, loading platforms, central air-conditioning units, building elevators, sanitation and plumbing
systems, decks, and heating, cooling and ventilation systems.

d. Fixed (year-round) wharves and docks.
e. Improvements to land including patios, retaining walls, roads, walks, bridges, fencing, railway

switch tracks, ponds, dams, ditches, wells, underground irrigation systems, drainage, storm and sanitary
sewers, and water supply lines for drinking water, sanitary purposes and fire protection. Reference rule
701—285.35(422,423) relating to drainage tile.

f. Mobile and modular homes installed on foundations.
g. Planted nursery stock.
h. Residential water heaters, water softeners, intercoms, garage door opening equipment,

pneumatic tube systems and music and sound equipment (except portable equipment).
i. Safe deposit boxes, drive-up and walk-up windows, night depository equipment, remote TV

auto teller systems, vault doors, and camera security equipment (except portable equipment).
j. Seating in auditoriums and theaters and theater stage lights (except portable seating and

lighting).
k. Silos and grain storage bins.
l. Storage tanks constructed on the site.
m. Swimming pools (wholly or partially underground (except portable pools)).
n. Truck platform scale foundations.
o. Walk-in cold storage units that become a component part of a building.

[ARC 2349C, IAB 1/6/16, effective 2/10/16; see Rescission note at end of chapter; Editorial change: IAC Supplement 10/18/23]

701—219.12(423) Tangible personal property which becomes structures. Items which are
manufactured as tangible personal property can, by their nature, become structures. However, the
determination is factual and must be made on an item-by-item basis. The following is a listing of
criteria which courts have used in making such a determination:

1. The degree of architectural and engineering skills necessary to design and construct the
structure.

https://www.legis.iowa.gov/docs/iac/rule/701.285.35.pdf
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2. The overall scope of the business and the contractual obligations of the person designing and
building the structure.

3. The amount and variety of materials needed to complete the structure, including the identity of
materials prior to assembly and the complexity of assembly.

4. The size and weight of the structure.
5. The permanency or degree of annexation of the structure to other real property which would

affect its mobility.
6. The cost of building, moving or dismantling the structure.
EXAMPLE. A farm silo, which is a prefabricated glass-lined structure, is intended to be permanently

installed. The prefabricated glass-lined structure is 70 feet high and 20 feet around, weighs 30 tons,
and is affixed to a concrete foundation weighing 60 tons which is set in the ground specifically for the
purpose of supporting the silo. The assembly kit includes 105 steel sheets and 7000 bolts. The silo can
be removed without material injury to the realty or to the unit itself at a cost of $7,000. In view of its
massive size, the firm and permanent manner in which it is erected on a most substantial foundation,
its purpose and function, the expense and size of the task and the difficulty of removing it, the silo is
considered a structure and not machinery or equipment. Wisconsin Department of Revenue v. A. O. Smith
Harvestore, 240 N.W.2d 357 (Wisc. 1976).

The above criteria are intended only to be a summation of factors which the department will
consider in determining whether or not a project involves construction. The following cases are used
as reference material: Wisconsin Department of Revenue v. A. O. Smith Harvestore Products, Inc., 240
N.W.2d 357 (Wisc. 1976); Prairie Tank or Construction Co. v. Department of Revenue, 364 N.W.2d
963 (Ill. 1977); Levine v. State Board of Equalization, 299 P. 2d 738 (Calif. 1956); State of Alabama
v. Air Conditioning Engineers, Inc., 174 So 2d 315 (Ala. 1965); A. S. Schulman Electric Company
v. State Board of Equalization, 122 Cal. Rptr 278 (Calif. 1975);Western Pipeline Constructors, Inc. v. J.
M. Dickinson, 310 S.W.2d 455 (Tenn.); and City of Pella Municipal Light Plant, Order of the Director
of Revenue, June 16, 1975.
[ARC 2349C, IAB 1/6/16, effective 2/10/16; see Rescission note at end of chapter]

701—219.13(423) Tax on enumerated services. The tax on the services enumerated in 2005 Iowa
Code section 423.2 is basically a tax on labor. When such services are performed on or connected with
new construction, reconstruction, alteration, expansion or remodeling of real property or structures, the
services are exempt from tax. Neither the repair nor the rental of machinery on the job site is exempt
from tax under this rule. See rule 701—219.21(423) for an explanation of the exemption in favor of
rented machinery used by a contractor on a job site.

The distinction between a repair (see subrule 219.13(1)) and new construction, reconstruction,
alteration, expansion and remodeling activities (see subrule 219.13(2)) can, oftentimes, be difficult to
grasp. Therefore, the intent of the parties and the scope of the project may become the factors which
determine whether certain enumerated services are taxable. An area of particular difficulty is the
distinction between repair and remodeling. Remodeling a building or other structure means much more
than making repairs or minor changes to it. Remodeling is a reforming or reshaping of a structure or
some substantial portion of it to the extent that the remodeled structure or portion of the structure is in
large part the equivalent of a new structure or part thereof. See Board of Commissioners of Guadalupe
County v. State, 43 N.M. 409, 94 P.2d 515 (1939) and City of Mayville v. Rosing, 19 N.D. 98, 123 N.W.
393 (1909).

219.13(1) Repair. Repair is synonymous with mend, restore, maintain, replace and service. A
repair contemplates an existing structure or tangible personal property which has become imperfect and
constitutes the restoration to a good and sound condition. A repair is not a capital improvement; that is,
it does not materially add to the value or substantially prolong the useful life of the property.

Iowa Code section 423.1(42) defines a person engaged in the business of performing taxable services
as a retailer. Since retailers may purchase building materials, supplies and equipment for resale, persons
making taxable repairs (repairpersons and servicepersons) are not considered to be contractors and are not
subject to the provisions of Iowa Code section 423.2(1)“b.” In addition, such persons are not considered

https://www.legis.iowa.gov/docs/aco/arc/2349C.pdf
https://www.legis.iowa.gov/docs/ico/section/2005/423.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.219.21.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.219.13.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.219.13.pdf
https://www.legis.iowa.gov/docs/ico/section/2005/423.1.pdf
https://www.legis.iowa.gov/docs/ico/section/2005/423.2.pdf


Ch 219, p.14 Revenue[701] IAC 11/1/23

to be owners, subcontractors or builders. Repairpersons and servicepersons will normally purchase
building materials and supplies free of tax for subsequent resale to their customers; contractor-retailers
will also do this. However, contractors, subcontractors or builders who may make repairs are subject to
Iowa Code section 423.2(1)“b” and must pay tax at the time building materials, supplies and equipment
are purchased from vendors even though the contractors, subcontractors or builders hold a valid sales
tax permit. See rules 701—219.2(423) and 701—219.3(423). In determining who is a contractor and
who is a retailer of repair services, the department looks to the total business of the entity in question
and not to any one portion of it. Thus, the fact that a business whose overall activity is contracting has
a division engaged in taxable repair services does not transform that business into a retailer providing
services rather than a contractor. When contractors do repair work, they may separately itemize labor
and materials charges and collect sales tax on all charges. A contractor’s markup on a materials charge
is part of any taxable sale. A contractor can take a credit for any tax paid on the purchase of materials
that are sold as part of a service transaction.

When other persons making repairs sell tangible personal property at retail in connection with any
taxable service enumerated in 2005 Iowa Code section 423.2, those persons shall collect and remit tax on
the sales price. The person making repairs shall purchase tangible personal property for resale when the
property is used in the repair job and is resold to a customer. Reference rule 701—285.31(422,423) for
an explanation of when persons performing services sell the property that the persons use in performing
those services to their customers. Nonexclusive examples of repair situations are as follows:

a. Repair of broken or defective glass.
b. Replacement of broken, defective or rotten windows.
c. Replacing individual or damaged roof shingles.
d. Replacing or repairing a segment of worn-out or broken kitchen cabinets.
e. Repair or replacement of broken or damaged garage doors or garage door openers.
f. Replacing or repairing a part of a broken or worn tub, shower, or faucets.
g. Replacing or repairing a broken water heater, furnace or central air conditioning compressor.
h. Restoration of original wiring in a house or building.
219.13(2) New construction, reconstruction, alteration, expansion and remodeling examples. The

following are examples of new construction, reconstruction, alteration, expansion and remodeling
activities:

a. The building of a garage or adding a garage to an existing building would be considered new
construction.

b. Adding a redwood deck to an existing structure would be considered new construction.
c. Replacing a complete roof on an existing structure would be considered reconstruction or

alteration.
d. Adding a new room to an existing building would be considered new construction.
e. Adding a new room by building interior walls would be considered alteration.
f. Replacing kitchen cabinets with some modification would be considered an improvement.
g. Paneling existing walls would be considered an improvement.
h. Laying a new floor over an existing floor would be considered an improvement.
i. Rebuilding a structure damaged by flood, fire or other uncontrollable disaster or casualty would

be considered reconstruction.
j. Building a new wing to an existing building would be considered an expansion.
k. Rearranging the interior physical structure of a building would be considered remodeling.
l. Installing manufactured housing or a modular or mobile home on a foundation would be

considered new construction. However, reference rule 701—282.10(423) for a description of the
special treatment of taxable installation charges when the taxable sale of manufactured housing as real
estate occurs.

m. Replacing an entire water heater, water softener, furnace or central air conditioning unit.
n. Sign installation and well-drilling services are generally performed in connection with new

construction.

https://www.legis.iowa.gov/docs/ico/section/2005/423.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.219.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.219.3.pdf
https://www.legis.iowa.gov/docs/ico/section/2005/423.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.285.31.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.282.10.pdf


IAC 11/1/23 Revenue[701] Ch 219, p.15

In all the examples, the contractor is responsible for paying tax to any supplier on materials.
However, there would be no tax on any enumerated services.

219.13(3) “On or connected with” explained. The term “on or connected with” is broad and should
be used to convey generally acceptedmeaning. Therefore, in a specific situation, the facts relating thereto
are controlling in determining whether the exemption is applicable. “On or connected with” does not
connote that those things connected have to be primary or subsidiary to the construction, reconstruction,
alteration, expansion or remodeling of the real property. An incidental relationship can qualify the
activity for exemption if the relationship forms an intimate connection with the construction activity.
For example, the service of excavating and grading relating to the clearing of land to begin construction
of a building would qualify for the exemption; however, excavating and grading land without motive
toward construction would not qualify for exemption even though at some later date plans to construct
a building were created and a structure was actually erected.

The presence of a time relationship can also be a factor in determining the applicability of exemption.
For example, tax would not apply to separate labor charges relating to the installation of production
machinery and equipment in a building while remodeling of the real property was in progress. (Tax
could apply to the sales price of the production machinery and equipment; reference 701—paragraph
285.29(7)“g”). However, if a year after all construction activity has ended, the owner decides to install
a piece of production machinery in the building, any taxable enumerated services relating thereto would
be subject to tax. Further, if, following construction, the land is graded for the purpose of seeding a new
lawn, the exemption would be applicable. However, if the lawn does not grow and the land is regraded
the following year, the exemption would not be applicable. Reference 701—paragraph 285.29(7)“g”
for the exemption regarding the installation of new industrial machinery and equipment.

Therefore, the motive behind the activity and the course of events that could reasonably be expected
to occur would be a further consideration in determining if the exemption is applicable.

A physical relationship is also a factor that should be evaluated. If a building is constructed to house
machinery, any enumerated services relating to the installation of that machinery would be exempt from
tax. For example, piping joining two pieces of equipment housed in separate buildings would qualify for
exemption if the equipment in either building was installed while such new construction, reconstruction,
alteration, expansion or remodeling to the structure was also taking place to house the equipment.

On the other hand, an incidental relationship, a time relationship and close physical proximity may
not be enough to support the conclusion that a taxable service is performed in connection with new
construction or reconstruction. For example, a homeowner hires a general contractor to add a new room
to an existing home (which is new construction; see 219.13(2)“d”). The existing home is in need of
a number of the repairs described in 219.13(1); for example, it is in need of rewiring and replacement
of a broken window. The general contractor rewires the home and repairs the window in addition to
building the new room. The taxable services which the general contractor performs while rewiring the
home and repairing the window are not performed in connection with the construction of the new room
simply because those services happen to be performed at the same time and on the same home as the
new construction. If the addition of the new room were the cause of the need for the taxable service
(e.g., the window was broken during construction of the new room) and not just a convenient occasion
for performance of the service, that performance would be exempt from tax.

The department would like to emphasize that facts and motives are important in the determination of
the taxability of services relating to construction activities. However, it should also be noted that taxes
on enumerated services are applicable to repair or installation work that is not a construction activity.
Refer to subrule 219.13(1) relating to persons who make repairs or perform enumerated services for
more information.

219.13(4) Excavating and grading. Excavating includes digging, hollowing out, scooping out, or
making a hole in the earth. It also includes removal of materials or substance found beneath the surface.
Grading includes a change in the earth’s structure by scraping and filling to a common level or a fixed
line known as a grade. The enumerated services of excavating and grading are not subject to tax if
performed on or connected with new construction. Removal of overburden which is directly related to
road building, building of dikes, building of farm ponds, and creating drainage ditches would not be
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taxable as such activities would be considered on or connected with the creation of a structure. See
Maasdam v. Kirkpatrick, 214 Iowa 1388 (1932). However, the mere removal of overburden, without
more, would be taxable as the enumerated service of excavating or grading under Iowa Code section
423.2(6).

219.13(5) Various nontaxable services. Services associated with new construction or reconstruction,
for example, which are not taxable include, but are not limited to, brick laying, concrete finishing, tiling,
siding installation, laying of linoleum and other flooring and carpet installation. No tax can be collected
on the performance of these services even when they are furnished in connection with the performance
of repairs.

219.13(6) Carpentry repair or installation. Persons engaged in the business of carpentry, as the trade
is known in the usual course of business, are selling a service subject to sales tax, regardless of whether
they perform repair or installation. The carpentry services can be conducted on or within real or personal
property.

219.13(7) Roof, shingle, and glass repair. Persons engaged in the business of repairing, restoring,
or renovating roofs or shingles or restoring or replacing glass, whether the glass is personal property or
affixed to real property, are selling a service subject to sales tax.

219.13(8) Electrical and electronic repair and installation.
a. In general. Persons engaged in the business of repairing or installing electrical wiring, fixtures,

or switches in or on real property, or repairing or installing any article of tangible personal property
powered by electric current, are selling a service subject to sales tax. This includes installation of
semiconductors, such as vacuum tubes, transistors, or integrated circuits, or installation or repair of
machinery or equipment that functions mainly through the use of semiconductors.

b. New machinery or equipment. The sales price of the electrical or electronic installation is
exempt from tax if the sales price is charged for the installation of new machinery or equipment.

c. Definition. For purposes of this subrule:
“Installation” includes affixing electrical wiring, fixtures or switches to real property; affixing any

article of personal property powered by electric current to any other article of personal property; or
making any article of personal property powered by electric current operative with respect to its intended
function or purpose.

219.13(9) Excavating and grading.
a. In general. Persons engaged in the business of excavating and grading are selling services

subject to sales tax.
b. Definitions. For purposes of this subrule:
“Excavation”means the digging, hauling, hollowing out, scooping out or making of a cut or hole in

the earth. “Excavation” ordinarily includes not only the digging down into the earth but also the removal
of whatever material or substance is found beneath the surface.

“Grading” means a physical change of the earth’s structure by scraping and filling in the surface to
reduce it to a common level. “Grading” includes the reducing of the surface of the earth to a given line
fixed as the grade, involving excavating, filling, or both.

219.13(10) Painting, papering and interior decorating.
a. In general. Persons engaged in the business of painting, papering, and interior decorating are

selling a service subject to sales tax.
b. Definitions. For purposes of this subrule:
“Interior decoration” means the designing or decoration of the interior of houses or buildings,

counseling with respect to such design or decoration, or the procurement of furniture fixtures or home
or building decorations.

“Painting” means the covering of both interior and exterior surfaces of tangible personal or real
property with a coloring matter and mixture of a pigment or sealant, with some suitable liquid to form
a solid adherent when spread on the surface in thin coats for decoration, protection, or preservation
purposes. This includes all necessary preparations, including surface preparation. “Painting” does not
include automobile undercoating, the coating of railroad cars, storage tanks, or the plating of tangible
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personal property with metal such as but not limited to chromium, bronze, tin, galvanized metal, or
platinum.

“Papering” means the application of wallpaper or wall fabric to the interior of a house or building
and any necessary preparations, including surface preparation.

c. Incidental service. When a person provides interior decorating services without charge,
incidental to the sale of real or tangible personal property, no sales tax shall be charged in addition to
the tax paid on the sales price or any part thereof of the real or tangible personal property.

219.13(11) Pipe fitting and plumbing.
a. In general. Persons engaged in the business of pipe fitting and plumbing are selling a service

subject to sales tax.
b. Definition. For purposes of this rule:
“Pipe fitting and plumbing” means the trade of fitting, threading, installing, and repairing pipes,

fixtures, or apparatus used for heating, refrigeration, or air conditioning, or concerned with the
introduction, distribution, and disposal of a natural or artificial substance.

219.13(12) Wood preparation.
a. In general. Persons engaged in the business of wood preparation or treatment for others are

selling a service subject to sales tax.
b. Definition. For purposes of this rule:
“Wood preparation” includes all processes whereby wood is sawed from logs in measured

dimensions, planed, sanded, oiled, or treated in any manner before being used to repair an existing
structure or create or become a part of a new structure. If such preparation is engaged solely for the
purpose of processing lumber or wood products for ultimate sale at retail, such preparation may not be
deemed as selling a service subject to sales tax.

219.13(13) Well drilling. Persons engaged in the business of well drilling are selling a service subject
to sales tax.

219.13(14) Landscaping. Landscaping services performed on or in connection to new construction,
reconstruction, alteration, expansion, or the remodeling of a building or structure are not subject to sales
tax. Rule 701—211.38(423) contains more information about landscaping services.
[ARC 2349C, IAB 1/6/16, effective 2/10/16; see Rescission note at end of chapter; ARC 6704C, IAB 11/30/22, effective 1/4/23;
Editorial change: IAC Supplement 10/18/23]

701—219.14(423) Transportation cost. Transportation charges and delivery charges are not subject
to the Iowa sales and use tax when they are separately contracted or, if no written contract exists, are
separately itemized on the billing from the seller to the purchaser. Reference rule 701—288.13(422,423).
[Editorial change: IAC Supplement 10/18/23]

701—219.15(423) Start-up charges. Start-up charges are not subject to the Iowa sales and use tax when
they are separately contracted or, if no written contract exists, are separately itemized on the billing from
the seller to the purchaser.

701—219.16(423) Liability of subcontractors. A subcontractor who is providing materials and labor
on the actual construction of the building or structure has the same status and tax responsibilities as a
general contractor under the Iowa statutes. However, where an individual or firm is hired to provide
machinery and equipment to a general contractor or another subcontractor, the individual or firm is
considered a material supplier rather than a subcontractor. This is true even though the machinery and
equipment are supplied with installation. Items of machinery and equipment sold by material suppliers
to contractors shall be sold for resale and the contractor must provide the material supplier with a valid
resale certificate.

701—219.17(423) Liability of sponsors. The sponsor cannot be held responsible for a tax liability
incurred on building materials, supplies and equipment by a general contractor or subcontractor in the
completion of a construction contract. Likewise, a general contractor cannot be held responsible for the
tax liability incurred on building materials, supplies and equipment by a subcontractor in the completion
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of a construction contract. The tax responsibility regarding machinery and equipment contracts depends
on where the sale was consummated. If the sale was consummated in Iowa, the seller is responsible for
the collection and remittance of tax unless a valid exemption certificate is given by the purchaser. If the
sale was consummated outside Iowa and the seller does not remit use tax to the department, then a use
tax would be due from the Iowa user.

701—219.18(423)Withholding. A sponsor of a contract with a nonregistered out-of-state (nonresident)
contractor may be asked to withhold the final payment of the contract as a guarantee that sales and use
taxes will be paid. The withholding requirement may also apply to registered out-of-state contractors
at the discretion of the department. The department will issue a notice to the sponsor to support the
withholding of funds. In order to seek a release of the notice, the out-of-state contractor is required to
file a report with the department consisting of the following departmental forms:

1. Form 35-012, which is a listing of subcontractors to whom the out-of-state contractor has
awarded a construction contract. This statement should be submitted on each project as it becomes
available.

2. Form 35-013, which is a list of material suppliers both in state and out of state from whom
tangible personal property has been purchased for use in completing each project or contract.

3. Form 35-001, which is a summary of the provisions of the actual contract.
All letters of release furnished by the department are subject to audit and, therefore, are not

unconditional release from any Iowa sales or use tax liability. All letters of release will be issued within
60 days upon receipt of the proper information unless an error or discrepancy is noted.

701—219.19(423) Resale certificates. Whenever machinery and equipment which will remain tangible
personal property after installation is purchased for a machinery and equipment contract by a contractor
from a supplier or a material supplier, it should be purchased for resale. See rule 701—219.9(423).
Resale purchases are most commonly related to machinery and equipment sales contracts with
installation and mixed construction contracts. Contractor-retailers and persons making repairs may also
purchase materials for resale as long as they collect tax on their retail sales and pay the tax themselves
on items withdrawn from inventory for use in the performance of a construction contract. See rule
701—219.4(423) and subrule 219.13(1). Resale certificates can be obtained by contacting the Iowa
department of revenue. Reference rule 701—288.3(423) for detailed information on resale certificates.

701—219.20(423) Reporting for use tax. An Iowa contractor can report use tax either on a consumer’s
use tax return or as consumed goods on a sales tax return. Tax is due in the quarter the materials are
delivered into Iowa. Nonresident contractors should report use tax on a consumer’s use tax return.
Consumer’s use tax returns for nonresident contractors must be obtained directly from the department
of revenue unless the contractor is registered with the department.

701—219.21(423) Exempt sale, lease, or rental of equipment used by contractors, subcontractors,
or builders.

219.21(1) Exempt lease or rental of machinery and equipment. The sales price on the lease or rental
only of the following types of machinery and equipment is exempt from tax: all machinery, equipment,
and replacement parts directly and primarily used by contractors, subcontractors, and builders for new
construction, reconstruction, alterations, expansion, or remodeling of real property or structures and
all machinery, equipment, and replacement parts which improve the performance, safety, operation, or
efficiency of the equipment and replacement parts so used. A contractor’s, subcontractor’s, or builder’s
purchases of this equipment would continue to be taxable, as would a lessor’s purchases of machinery,
equipment, or replacement parts for subsequent exempt rental to a contractor, subcontractor, or builder.

219.21(2) Exempt sales, including lease or rental of equipment. Beginning July 1, the sales price
on the sale in any form, including lease or rental, of the following types of equipment is exempt from
the tax imposed by Iowa Code chapter 423: self-propelled building equipment, self-constructed cranes,
pile drivers, structural concrete forms, regular and motorized scaffolding, generators, or attachments
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customarily drawn or attached to those items of equipment, including auxiliary attachments which
improve the performance, safety, operation, or efficiency of the equipment and replacement parts and
are directly and primarily used by contractors, subcontractors, and builders for new construction,
reconstruction, alterations, expansion, or remodeling of real property or structures. The sales price from
a sale in a form other than that of a lease or rental is not exempt from all excise tax. Iowa Code chapter
423D provides more information on the excise tax imposed on these transactions.
[ARC 6704C, IAB 11/30/22, effective 1/4/23; Editorial change: IAC Supplement 10/18/23; Editorial change: IAC Supplement 11/1/23]

701—219.22(423) House and building moving. Persons engaged in the business of moving houses or
buildings from one location to another, for any reason, are selling a service subject to sales tax. The sales
price from this service is not considered a transportation charge.

This rule is intended to implement Iowa Code section 423.2(6)“x.”
[ARC 6704C, IAB 11/30/22, effective 1/4/23]

701—219.23(423) Construction contracts with designated exempt entities. This rule applies to
exempt sales of building materials, supplies, equipment, or services to certain persons performing
construction contracts for sponsors that are designated exempt entities and the continuing right of
designated exempt entities and other persons to seek refund of taxes paid by persons performing
construction contracts.

219.23(1) Definitions.
“Construction contract” means the same as defined in rule 701—219.8(423).
“Designated exempt entity” means the same as defined in Iowa Code section 423.3(80).
“GovConnectIowa” means the e-services portal of the department.
219.23(2) Registration with the department. A designated exempt entity seeking to issue exemption

certificates to contractors, subcontractors, builders, or manufacturers performing construction contracts
shall register with the department through GovConnectIowa. The designated exempt entity shall provide
the following information:

a. The name and address of the designated exempt entity.
b. The federal identification number of the designated exempt entity.
c. The name of the construction project or the project number for which exemption is requested.
d. A general description of the construction project.
e. The name and address of all contractors, subcontractors, builders, or manufacturers to which

the designated exempt entity shall provide exemption certificates.
f. Additional information as requested by the department if the status of the entity seeking

registration as a designated exempt entity is unclear.
219.23(3) Exemption certificates. Once a designated exempt entity’s registration is completed and

approved, the designated exempt entity can obtain exemption certificates to provide to its contractors,
subcontractors, builders, or manufacturers. The contractors, subcontractors, builders, or manufacturers
may then provide these exemption certificates to retailers when purchasing building materials, supplies,
equipment, or services to be used in completion of the construction contract with the designated exempt
entity in order to make those purchases exempt from sales tax.

219.23(4) Exempt purchases, withdrawals from inventory, and manufacturers’ fabrication costs.
a. A contractor, subcontractor, or builder who purchases building materials, supplies, equipment,

or services intending to use such property or services in the performance of a construction contract with
a designated exempt entity shall purchase the property or services from a retailer exempt from tax if
the property or services are subsequently used in the performance of that contract and the contractor,
subcontractor, or builder presents an exemption certificate issued by the designated exempt entity to the
retailer.

b. The withdrawal of building materials, supplies, or equipment from inventory by a contractor,
subcontractor, or builder who is also a retailer is exempt from tax if the materials are withdrawn for use
in construction performed for a designated exempt entity and an exemption certificate is received from
the designated exempt entity.
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c. The fabricated cost, as defined in rule 701—219.6(423), of building materials, supplies, or
equipment purchased and consumed by the manufacturer of such property in the performance of a
construction contract for a designated exempt entity is exempt from tax if an exemption certificate is
received from the exempt entity and presented to a retailer.

d. Sales, withdrawals, or a manufacturer’s consumption of building materials, supplies,
equipment, or services used in the performance of a construction contract for purposes other than
incorporation into real property with subsequent loss of identity as tangible personal property are not
eligible for the exemption described by this rule.

219.23(5) Refunds. A designated exempt entity that does not complete the registration process in
order to provide exemption certificates to contractors, subcontractors, builders, or manufacturers in
advance of its construction project may request a refund of sales tax the designated exempt entity paid
to its contractors, subcontractors, builders, or manufacturers. The contractors, subcontractors, builders,
or manufacturers should provide the designated exempt entity with completed Iowa Contractor’s
Statement forms. The designated exempt entity shall then submit a Construction Contract Claim for
Refund form and all accompanying Iowa Contractor’s Statement forms to the department.

This rule is intended to implement Iowa Code sections 423.3(80) and 423.4(1).
[ARC 6842C, IAB 2/8/23, effective 3/15/23]

These rules are intended to implement Iowa Code sections 423.1(42), 423.2(1)“b” and
“c,” 423.2(6), 423.3(37), 423.3(64), 423.3(85), and 423.5(2).

[Filed 12/29/04, Notice 11/24/04—published 1/19/05, effective 2/23/05]
[Filed 5/5/06, Notice 3/29/06—published 5/24/06, effective 6/28/06]

[Filed ARC 2349C (Amended Notice ARC 2239C, IAB 11/11/15; Notice ARC 2178C, IAB 9/30/15),
IAB 1/6/16, effective 2/10/16]1

[Filed ARC 6704C (Notice ARC 6577C, IAB 10/5/22), IAB 11/30/22, effective 1/4/23]
[Filed ARC 6842C (Notice ARC 6611C, IAB 11/2/22), IAB 2/8/23, effective 3/15/23]

[Editorial change: IAC Supplement 10/18/23]
[Editorial change: IAC Supplement 11/1/23]

1 Amendments to 219.11, 219.12 and 219.13(3) (ARC 2349C, Items 4 to 6) rescinded by 2016 Iowa Acts, House File 2433, section
6, on 3/21/16. Amendments removed and prior language restored IAC Supplement 4/27/16.
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CHAPTER 225
RESALE AND PROCESSING EXEMPTIONS PRIMARILY

OF BENEFIT TO RETAILERS

Rules in this chapter include cross references to provisions in 701—Chapters 15, 17, 18 and 26 that
were applicable prior to July 1, 2004.

701—225.1(423) Paper or plastic plates, cups, and dishes, paper napkins, wooden or plastic spoons
and forks, and straws. When paper or plastic cups, plates, and dishes, paper napkins, and wooden or
plastic spoons, forks, and other utensils are sold with food or other items to a buyer, and the buyer uses
or consumes the utensils, sales of those utensils to retailers shall be considered sales for resale. The sales
price from the sale of such items by retailers to consumers or users shall be subject to tax.

When these articles are transferred in connection with a service or sold for free distribution by
retailers apart from a retail sale, the transaction shall be deemed to be a retail sale to the retailer and
shall be taxable.

Sales of reusable placemats to retailers that sell meals shall be subject to tax.
EXAMPLE 1. A retailer purchases napkins and disposable forks and knives for the retailer’s

restaurant. The retailer provides these items free of charge, apart from the retail sale of food at the
retailer’s restaurant. Sale of these items to the retailer is a retail sale and is subject to tax.

EXAMPLE 2. A retailer purchases napkins and disposable forks and knives for the retailer’s restaurant.
The retailer sells these items with tangible personal property to the retailer’s customers. The sale of
these items to the retailer is considered a sale for resale and is not subject to Iowa sales tax at the time
of purchase.

This rule is intended to implement Iowa Code section 423.3(2).

701—225.2(423) A service purchased for resale. Rescinded ARC 6704C, IAB 11/30/22, effective
1/4/23.

701—225.3(423) Services used in the repair or reconditioning of certain tangible personal
property. Services are exempt from tax when used in the reconditioning or repairing of tangible
personal property of the type which is normally sold in the regular course of the retailer’s business and
which is held for sale by the retailer.

EXAMPLE 1. A owns a retail appliance store and contracts with B to repair a refrigerator that A is
going to resell. A can purchase the repair service from B tax-free because A is regularly engaged in
selling refrigerators and will offer the refrigerator for sale when it is repaired.

EXAMPLE 2. B, a used car dealer, owns a used car lot and contracts with C to repair a used car that
B is going to sell. B can purchase the repair service from C tax-free because B is regularly engaged in
selling used cars and will sell the used car after it is repaired.

EXAMPLE 3. C operates a retail farm implement dealership. C accepts a motorboat as part
consideration for a piece of farm equipment. C then contracts with D to repair the motor on the boat.
C does not normally sell motorboats in the regular course of C’s business. Therefore, the service
performed by D for C is subject to tax.

EXAMPLE 4. XYZ owns a retail radio and television store in Iowa and contracts with W to repair a
television that XYZ is going to sell. XYZ can purchase television repair service tax-free fromW because
XYZ is regularly engaged in selling televisions subject to sales tax. However, in this instance XYZ sells
the used television and delivers it into interstate commerce with the result that the Iowa sales tax is not
collectible. Regardless of this fact, the exemption is applicable, and no Iowa tax is due for the television
repair services performed.

This rule is intended to implement Iowa Code sections 423.1(50) and 423.1(51).

701—225.4(423) Tangible personal property purchased by a person engaged in the performance
of a service.

https://www.legis.iowa.gov/docs/iac/chapter/701.15.pdf
https://www.legis.iowa.gov/docs/iac/chapter/701.17.pdf
https://www.legis.iowa.gov/docs/iac/chapter/701.18.pdf
https://www.legis.iowa.gov/docs/iac/chapter/701.26.pdf
https://www.legis.iowa.gov/docs/ico/section/423.3.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/11-30-2022.pdf
https://www.legis.iowa.gov/docs/ico/section/423.1.pdf
https://www.legis.iowa.gov/docs/ico/section/423.1.pdf


Ch 225, p.2 Revenue[701] IAC 11/1/23

225.4(1) In general.
a. Tangible personal property purchased by a person engaged in the performance of a service is

purchased for resale and not subject to tax if (1) the provider and user of the service intend that a sale of
the property will occur, and (2) the property is transferred to the user of the service in connection with
the performance of the service in a form or quantity capable of a fixed or definite price value, and (3) the
sale is evidenced by a separate charge for the identifiable piece or quantity of property.

b. Tangible personal property which is not sold in the manner set forth in “a” above is not
purchased for resale and thus is subject to tax at the time of purchase by a person engaged in the
performance of a service. Such tangible personal property is considered to be consumed by the
purchaser who is engaged in the performance of a service, and the person performing the service shall
pay tax upon the sale at the time of purchase.

EXAMPLE 1. An investment counselor purchases envelopes. These envelopes are used to send out
monthly reports to the investment counselor’s clients regarding their accounts. Tax is due at the time the
investment counselor purchases the envelopes if the clients are not billed for these items. Each envelope
is transferred to a client in a form or quantity which is capable of a fixed or definite price value. However,
there must also be an actual sale to the client (customer) of an item of personal property in order that
there be a “resale” of the item.

EXAMPLE 2. An automobile repair shop purchases solvents which are used in cleaning automobile
parts and thus in performing its automobile repair service. Tax is due at the time the automobile repair
shop purchases the solvents since the solvents are not sold to the customer and, in this case, the items
are not transferred to a customer in a form or quantity which is capable of a fixed or definite price value.
Thus, the solvents are deemed consumed by the purchaser engaged in the performance of the service.

EXAMPLE 3. A retailer purchases television picture tubes tax-free and makes a separate charge for
the picture tube to the customer. Since the tube is transferred to the customer in a form or quantity
capable of a fixed or definite price value, the retailer may purchase the picture tube exempt from tax for
subsequent resale.

EXAMPLE 4. A beauty shop or barber shop purchases shampoo and other items to be used in the
performance of its service. Tax is due at the time the beauty shop or barber shop purchases such items
from its supplier because the customers of the beauty shop or barber shop are not separately billed for
the items and because the items are not transferred to the customer in a form or quantity capable of a
fixed or definite price value. The items are consumed by the beauty shop or barber shop.

EXAMPLE 5. A car wash purchases water, electricity, or gas used in the washing of a car. The car
wash would be the consumer of the water, electricity, or gas, and tax is due at the time of purchase. The
items purchased by the car wash are not transferred to the customer in a form or quantity capable of a
fixed or definite price value, and the customer is not billed for the items.

EXAMPLE 6. An accounting firm purchases plastic binders which are used to cover the reports issued
to its customers. These binders would be subject to tax at the time of purchase by the firm where the
customer of the firm is not billed for the item, because there is no sale to the customer.

EXAMPLE 7. A meat locker purchases materials such as wrapping paper and tape which it uses to
wrap meat for customers who provide the locker with the meat. These materials would be subject to tax
at the time of purchase by the meat locker because they are not sold to the customer in a form or quantity
capable of a fixed or definite price value.

EXAMPLE 8. A jeweler purchases materials such as main springs and crystals to be used in the
performance of a service. These items are purchased by the jeweler for resale when they are transferred
to the customer in a form or quantity capable of a fixed or definite price value, and each item is actually
sold to the customer as evidenced by a separate charge therefor.

EXAMPLE 9. A lawn care service applies fertilizer, herbicides, and pesticides to its customers’ lawns.
The following are examples of invoices to customers which are suitable to indicate a lawn care service’s
purchase of the fertilizer, herbicides, and pesticides for resale to those customers: “Chemicals...31
Gal....$60”; “Fertilizer...50 lbs....$100”; and “Materials applied to lawn...4 bushel...$40”. The following
are examples of information placed upon an invoice which would not indicate a purchase for resale to
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the customers invoiced: “Fifty percent of the charge for this service is for materials placed on a lawn,”
or “Lawn chemicals...$30” or “Fifty pounds of fertilizer was applied to this lawn.”

225.4(2) Purchases made by automobile body shops or garages with body shops. Tangible personal
property purchased by body shops can be purchased for resale provided both of the following conditions
are met:

a. The property purchased for resale is actually transferred to the body shop’s customer by
becoming an ingredient or component part of the repair work. See Iowa Code section 423.3(2).

b. The property purchased for resale is itemized as a separate item on the invoice to the body
shop’s customer and is transferred to the customer in a form or quantity capable of a fixed or definite
price value.

If either of the above two conditions is not met, there is no purchase for resale and the body shop is
deemed the consumer of the item purchased.

When body shops purchase items which will be resold (see list of items in this rule) in the course of
the repair activity, the vendors selling to the body shops are encouraged to accept a valid resale certificate
at the time of purchase. Reference rule 701—288.3(423). Failure of the vendor to accept a valid resale
certificate may subject that vendor to sales tax liability since the burden of proof would be on the vendor
that a sale was made for resale. If the vendor cannot meet that burden, the vendor will be liable for
the sales tax. Such burden is not met merely by a showing that the purchaser had obtained from the
department an Iowa retail sales tax permit or retail use tax permit.

For insurance purposes, body shops are reimbursed by insurance companies for “materials” which
such shops consume in rendering repair services. Some of the materials are transferred to the recipients
of the repair services and some are not. Of those so transferred, such transfer is in irregular quantities
and is not in a form or quantity capable of a fixed or definite price value. Therefore, body shops are
generally deemed to be the consumers of materials and must pay tax on these items at the time of
purchase. Nonexclusive examples of items most likely to be included in this category of “materials,”
whether actually transferred to customers of body shops or not, are as follows:
Abrasives
Battery water
Body filler or putty
Body lead
Bolts, nuts and washers
Brake fluid
Buffing pads
Chamois
Cleaning compounds
Degreasing compounds
Floor dry
Hydraulic jack oil
Lubricants
Masking tape
Paint
Polishes
Rags
Rivets and cotter pins
Sanding discs
Sandpaper
Scuff pads
Sealer and primer
Sheet metal
Solder
Solvents
Spark plug sand

https://www.legis.iowa.gov/docs/ico/section/423.3.pdf
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Striping tape
Thinner
Upholstery tacks
Waxes
White sidewall cleaner

The following are nonexclusive examples of parts which can be purchased for resale since they are
generally transferred to the body shop’s customer during the course of the repair in a form or quantity
capable of a fixed or definite price value and are generally itemized separately as parts.
Accessories
Batteries
Brackets
Bulbs
Bumpers
Cab corners
Chassis parts
Door guards
Door handles
Doors
Engine parts
Fenders
Floor mats
Grilles
Headlamps
Hoods
Hubcaps
Radiators
Rocker panels
Shock absorbers
Side molding
Spark plugs
Tires
Trim
Trunk lids
Wheels
Window glass
Windshield ribbon
Windshields

The following are nonexclusive examples of tools and supplies which are generally not transferred
to the body shop’s customer during the course of the repair and, therefore, could not be purchased for
resale. The body shop is deemed the consumer of these items since they are not transferred to a customer.
Therefore, the body shop must pay tax to the vendor at the time of purchase.
Air compressors and parts
Body frame straightening equipment
Brooms and mops
Buffers
Chisels
Drill bits
Drop cords
Equipment parts
Fire extinguisher fluids
Floor jacks
Hand soap



IAC 11/1/23 Revenue[701] Ch 225, p.5

Hand tools
Office supplies
Paint brushes
Paint sprayers
Sanders
Signs
Spreaders for putty
Washing equipment and parts
Welding equipment and parts

Because of the nature of the body shop business and the formulas devised by the insurance industry
to reimburse body shops for cost of “materials,” it is possible for body shops, in their invoices to their
customers, to separately set forth labor, resold parts, and materials. While the materials can be separately
invoiced as one general item, there is no way to ascertain a definite and fixed price for each item of the
materials listed in this rule and consumed by the body shops, and some of such individual materials
are not even transferred by body shops to their customers. Therefore, the body shops are generally the
“consumers” of “materials” and do not purchase them for resale. See W. J. Sandberg Co. v. Iowa State
Board of Assessments and Review, 225 Iowa 103, 278 N.W. 643 (1938). Thus, body shops should pay
tax to their suppliers on all materials purchased and consumed by body shops. If materials are purchased
from non-Iowa suppliers that do not collect Iowa tax from body shops, such body shops should remit
consumer use tax to the department of revenue on such materials.

Body shops must collect sales tax on the taxable service of repairing motor vehicles. See rule
701—218.2(423). However, due to the nature of the insurance formulas, it is possible for body shops
to itemize that portion of their billing which would be for repair services and that portion relating to
consumed “materials.” It is also possible for body shops to itemize that portion of their charges for parts
which they purchase for resale to their customers. Body shops do not and cannot resell the tools and
supplies previously listed in this rule; their purchases of such items are taxable.

Therefore, as long as body shops separately itemize on their invoices to their customers the amounts
for labor, parts, and for “materials,” body shops should collect sales tax on the labor and the parts, but
not on the materials as enumerated in this rule.

EXAMPLE. A body shop repairs a motor vehicle by replacing a fender and painting the vehicle. In
doing the repair work, the body shop uses rags, sealer and primer, paint, solder, thinner, bolts, nuts and
washers, masking tape, sandpaper, waxes, buffing pads, chamois, and polishes. In its invoice to the
customer, the labor is separately listed at $600, the part (fender) is separately listed at $600, and the
category of “materials” is separately listed for a lump sum of $200, for a total billing of $1,400. The
Iowa sales tax computed by the body shop should be on $1,200, which is the amount attributable to the
labor and the parts. The materials consumed by the body shop were separately listed and would not be
included in the tax base for the taxable “sales price,” as defined in Iowa Code section 423.1(47), which
is taxable under Iowa Code section 423.2.

In this example, if the “materials” were not separately listed on the invoice, but had been included
in either or both of the labor or parts charges by marking up such charges, the body shop would have to
collect sales tax on the full charges for parts or labor even though tax was paid on materials by the body
shop to its supplier at the time of purchase.

This rule is intended to implement Iowa Code sections 423.1(35) and 423.3(2).
[Editorial change: IAC Supplement 10/18/23]

701—225.5(423) Maintenance or repair of fabric or clothing. Sales of chemicals, solvents, sorbents,
or reagents directly used and consumed in the maintenance or repair of fabric or clothing are exempt
from tax. See rule 701—200.1(423) for definitions of the terms “chemical,” “solvent,” “sorbent,” and
“reagent.” This rule’s exemption is mainly applicable to dry-cleaning and laundry establishments;
however, it is also applicable to soap or any chemical or solvent used to clean carpeting. The department
presumes that a substance is “directly used” in the maintenance or repair of fabric or clothing if the
substance comes in contact with the fabric or clothing during the maintenance or repair process.

https://www.legis.iowa.gov/docs/iac/rule/701.218.2.pdf
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Substances which do not come into direct contact with fabric or clothing may, under appropriate
circumstances, be directly used in the maintenance or repair of the fabric or clothing, but direct use will
not be presumed.

The following are examples of substances directly used and consumed in themaintenance or repair of
fabric or clothing: perchloroethlyene (also known as “perch”) or petroleum solvents used in dry-cleaning
machines and coming in direct contact with the clothing being dry-cleaned. Substances used to clean or
filter the “perch” or petroleum solvents would also be exempt from tax, even though these substances
do not come in direct contact with the clothing being cleaned. The sale of soap or detergents especially
made for mixing with “perch” or petroleum solvents is exempt from tax. The sale of stain removers to
dry cleaners is exempt from tax.

A commercial laundry’s purchase of detergents, bleaches, and fabric softeners is exempt from tax.
A commercial laundry’s purchase of water, which is a solvent, is also exempt from tax if purchased for
use in the cleaning of clothing.

The purchase of starch by laundries and “sizing” by dry cleaners is not exempt from tax.
This rule is intended to implement Iowa Code section 423.3(50).

[Editorial change: IAC Supplement 10/18/23]

701—225.6(423) The sales price from the leasing of all tangible personal property subject to
tax. See rule 701—200.1(423) for the definitions of the words “lease or rental” and “tangible personal
property” which are applicable to this rule.

225.6(1) Past and present taxation of leases. Prior to July 1, 2004, the rental of tangible personal
property was treated as a taxable service for the purposes of Iowa sales and use tax law; reference 2003
Iowa Code section 422.43(11) and 701—subrule 26.18(2) (2003). The “rental” of tangible personal
property was not a “sale” of that property, and therefore a purchase for subsequent leasing or rental was
not a purchase for resale. See Cedar Valley Leasing, Inc. v. Iowa Department of Revenue, 274 N.W.2d
357 (Iowa 1979).

On and after July 1, 2004, the rental of tangible personal property is treated as the sale of that property
for the purposes of Iowa sales and use tax law because “leases” and “rentals” of tangible personal property
are taxable retail “sales” of that property. The rental of tangible personal property is no longer listed as
a taxable enumerated service. The resale exemption in favor of sales for resale of tangible personal
property is now applicable to sales and leases of tangible personal property for subsequent rental or
lease.

EXAMPLE A. Al’s Rent All buys blowers, hand tools, ladders, plumbers’ snakes, sanders, and tillers
for subsequent short-term rental to various customers. Al’s purchases of these items of equipment are
purchases for resale and are exempt from tax as of July 1, 2004.

EXAMPLE B. In addition to its purchases of equipment for subsequent rental, Al’s Rent All leases
from its suppliers, long-term, items of heavier equipment such as backhoes, forklifts, manlifts, tractors,
and trenchers, again for subsequent leasing to various customers. Since the leasing of tangible personal
property is now a purchase of that property, Al’s leasing for later sublease is a purchase of tangible
personal property and is exempt from tax at the time of purchase as the purchase of tangible personal
property for subsequent resale.

225.6(2) Distinguishing leases and rentals of tangible personal property from the furnishing of
nontaxable services. In order to determine whether a particular fee is charged for the rental of tangible
personal property or for the furnishing of a nontaxable service, the department looks at the substance,
rather than the form, of the transaction. When the possession and use of tangible personal property by
the recipient is merely incidental as compared to the nontaxable service performed, all of the sales price
is derived from the furnishing of such nontaxable service and, unless a separate fee or charge is made
for the possession and use of tangible personal property, no sales price is derived from the rental of
tangible personal property. When the nontaxable service is merely incidental to the possession and use
of the tangible personal property by the recipient, all of the sales price is derived from the furnishing
of tangible personal property rental and, unless a separate fee or charge is made for the nontaxable
service, no sales price is derived from the nontaxable service. When a tangible personal property rental
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agreement contains separate fee schedules for rent and for nontaxable service, only the sales price
derived from the tangible personal property rental is subject to tax. This rule is not to be so construed as
to be at variance with Iowa Code sections 423.2(8) and 423.3(70) concerning bundled service contracts
and transportation services respectively.

225.6(3) Rental of real property distinguished from rental of tangible personal property. If a rental
contract allows the renter exclusive possession or use of a defined area of real property and, incident
to that contract, tangible personal property is provided which allows the renter to utilize the real
property, if there is no separate charge for rental of tangible personal property, the sales price is for the
rental of real property and is not subject to tax, unless taxable room rental is involved; reference rule
701—285.40(422,423).

If a person rents tangible personal property and, incidental to the rental of the property, space is
provided for the property’s use, the sales price from the rental shall be subject to tax. It may at times
be difficult to determine whether a particular transaction involves the rental of real property with an
incidental use of tangible personal property or the rental of tangible personal property with an incidental
use of real property.

225.6(4) Rental of tangible personal property and rental of fixtures. The rental of tangible personal
property which shall, prior to its use by the renter under the rental contract, become a fixture shall not
be subject to tax. Such a rental is the rental of real property rather than tangible personal property. In
general, any tangible personal property which is connected to real property in a way that it cannot be
removedwithout damage to itself or to the real property is a fixture. SeeEquitable Life Assurance Society
of the United States v. Chapman, 282 N.W. 355 (Iowa 1983) and Marty v. Champlin Refining Co., 36
N.W.2d 360 (Iowa 1949). The rental of a mobile home or manufactured housing, not sufficiently attached
to realty to constitute a fixture, is room rental rather than tangible personal property rental and subject to
tax on that basis; see Broadway Mobile Home Sales Corp. v. State Tax Commission, 413 N.Y.S.2d 231
(N.Y. 1979). Reference also rule 701—285.40(422,423).

225.6(5) Rental of tangible personal property embodying intangible personal property
rights—transactions taxable and exempt. Under the law, the sales price from rental of tangible personal
property includes royalties and copyright and license fees. The rental of all property which is a tangible
medium of expression for the intangible rights of royalties and copyright and license fees is subject to
tax. Thus the sales price from the rental of films, videodiscs, videocassettes, and any computer software
(other than rental of custom programs, reference 701—paragraph 285.34(3)“a”) which is the tangible
means of expression of intangible property rights is subject to tax. The rental of such tangible property
shall be subject to tax whether the property is held for rental to the general public or for rental to one or
a few persons. See Boswell v. Paramount Television Sales, Inc., 282 So.2d 892 (Ala. 1973). Reference
also rule 701—284.18(422,423) regarding the exemption from the requirements of this subrule for
rental of films, videotapes and other media to lessees imposing a taxable charge for viewing or rental of
the media or to lessees that broadcast the contents of these media for public viewing or listening.

225.6(6) Deposits and additional fees. Taxability of a deposit required by an owner of rental property
as a condition of the rental depends upon the type of deposit required. A deposit subject to forfeiture
for the lessee’s failure to comply with the rental agreement is not subject to tax. This type of deposit is
separate from the rental payments and therefore is not taxable as part of the rental. Such deposits may
include those for reservation, late return of the rental property or damage to the rental property. Deposits
not subject to forfeiture which represent part of the rental receipts are considered part of the taxable rental
and are subject to tax. Such deposits may include a deposit of the first rental payment which is applied
to the rental receipts.

When tangible personal property is rented for a flat fee per month, per year, or for other designated
periods, plus an additional fee based on quantity and capacity of production or use, the entire charge is
taxable.

225.6(7) Leasing of tangible personal property moving in interstate commerce.
a. On and after July 1, 2004, in the case of a lease or rental that requires recurring periodic

payments, the first periodic payment is taxed to Iowa if the property was delivered to the lessee in Iowa.
Periodic payments made subsequent to the first payment may be taxed only by the state in which the
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property is primarily located for the period covered by the payment. The primary property location shall
be as indicated by an address for the property provided by the lessee that is available to the lessor from
its records maintained in the ordinary course of business, when use of this address does not constitute
bad faith. The property location shall not be altered by intermittent use at different locations, such as use
of business property that accompanies employees on business trips and service calls.

b. Where a nonresident lessor leases tangible personal property to a resident or nonresident lessee
and the lessee uses the property in Iowa, the nonresident lessor has the responsibility of collecting Iowa
use tax on the lease payments if Iowa is the primary location of the property, provided the lessor maintains
a place of business in Iowa as described in 2005 Iowa Code sections 423.1(43) and 423.14(2). Whether
the lease agreement is executed in Iowa or not is irrelevant. State Tax Commission v. General Trading
Co., 322 U.S. 335, 64 S.Ct. 1028,88 L.Ed 1309 (1944).

c. Where a lessee is the recipient of equipment rental services sourced to Iowa and no tax has
been collected from such lessee by the lessor, the lessee should remit Iowa use tax to the department of
revenue. In the event no tax is remitted, the department, in its discretion, may seek to collect the tax from
the lessor or lessee. In the event that the lessee rents tangible personal property, and the lessor does not
maintain a place of business in Iowa and does not collect use tax pursuant to 2005 Iowa Code section
423.14, such lessee shall remit tax on its rental payments to the department.

d. Where a resident lessor leases equipment to a nonresident lessee outside Iowa and the equipment
is delivered to the lessee outside Iowa, the act of leasing is exempt from the Iowa sales tax on the rental
payments. However, in the event the lessee brings the equipment into Iowa, uses it in Iowa, and Iowa
becomes the primary location of the property, Iowa use tax applies to subsequent rental payments.

e. If a sales or use tax has already been paid to another state on the sales price of tangible personal
property prior to the use of that property in Iowa, a tax credit against the Iowa use tax on the purchase
price will be given. After the equipment is brought into Iowa, if a sales or use tax is properly payable and
is paid to another state on the rental payments of equipment, for the same time the Iowa tax is imposed
on such rentals, a tax credit against the Iowa use tax on such rental payments will be given.

This rule is intended to implement Iowa Code sections 423.1(22), 423.1(43), 423.1(45), 423.1(54),
423.2(1), and 423.15(2).
[Editorial change: IAC Supplement 10/18/23; Editorial change: IAC Supplement 11/1/23]

701—225.7(423) Certain inputs used in taxable vehicle wash and wax services. On or after May
25, 2012, sales of water, electricity, chemicals, solvents, sorbents, or reagents to a retailer to be used in
providing a service that includes a vehicle wash and wax that is subject to Iowa Code section 423.2(6)
are exempt from tax. This rule applies to bills received or sales occurring, as the case may be, on or after
May 25, 2012.

225.7(1) Definitions. For the purposes of this rule, the following definitions apply:
“Chemical”means a substance which is primarily used for producing a chemical effect. A chemical

effect results from a chemical process wherein the number and kind of atoms in a molecule are changed
in form (e.g., where oxygen and hydrogen are combined to make water). A chemical process is distinct
from a physical process wherein only the state of matter changes (e.g., where water is frozen into ice or
heated into steam).

“Reagent”means a substance used for various purposes (i.e., in detecting, examining, or measuring
other substances; in preparing materials; in developing photographs) because it takes part in one or more
chemical reactions or biological processes. A reagent is also a substance used to convert one substance
into another by means of the reaction that it causes. To be a reagent for purpose of the exemption, a
substance must be primarily used as a reagent.

“Retailer” or “supplier” means and includes every person engaged in the business of selling
tangible personal property or taxable services at retail or the furnishing of gas, electricity, water, pay
television, or communication service, and tickets or admissions to places of amusement and athletic
events or operating amusement devices or other forms of commercial amusement from which revenues
are derived. However, when in the opinion of the director it is necessary for the efficient administration
of this rule to regard any salespersons, representatives, truckers, peddlers, or canvassers as agents of the
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dealers, distributors, supervisors, employers, or persons under whom the salespersons, representatives,
truckers, peddlers, or canvassers operate or from whom they obtain tangible personal property sold by
them irrespective of whether or not they are making sales on their own behalf or on behalf of such
dealers, distributors, supervisors, employers, or persons, the director may so regard them, and may
regard such dealers, distributors, supervisors, employers, or persons as retailers for the purposes of this
rule. “Retailer” includes a seller obligated to collect sales or use tax.

“Secondary vehicle wash and wax facility” means a vehicle wash and wax facility whose primary
purpose is to sell tangible personal property or services other than vehicle wash and wax services, but
which also provides vehicle wash and wax services that are taxable under Iowa Code section 423.2(6).
Examples of “secondary vehicle wash and wax facilities” include, but are not limited to, vehicle
dealerships, convenience stores, service stations, and wholesale and retail fuel marketing locations that
provide taxable vehicle wash and wax services in addition to their primary business purpose. A facility
that provides vehicle wash and wax services that also sells tangible personal property or other services
is presumed to be a “secondary vehicle wash and wax facility” unless it can prove otherwise.

“Solvent” means a substance in which another substance can be dissolved and which is primarily
used for that purpose.

“Sorbent” means a solid material, often in a powder or granular form, which acts to retain another
substance, usually on the sorbent’s surface, thereby removing the other substance from the gas or
liquid phase. The sorbent and the second material bond together at the molecular or atomic scale via
physiochemical interactions. A substance is not a sorbent based on an ability to absorb heat or thermal
energy.

“Stand-alone vehicle wash and wax facility” means a vehicle wash and wax facility whose primary
purpose is to provide vehicle wash and wax services that are taxable under Iowa Code section 423.2(6).
A vehicle wash and wax facility is considered a “stand-alone vehicle wash and wax facility” although
it sells a de minimis amount of products and services related to vehicle wash and wax services.
Nonexclusive examples of products and services related to vehicle wash and wax services include
coin-operated vacuum stations and air fresheners and vehicle wipes which are sold out of vending
machines.

“Vehicle” means any self-propelled motor vehicle designed primarily for carrying passengers (nine
or fewer) excluding motorcycles and motorized bicycles; any pickup truck designed to carry both
passengers and cargo; or any vehicle which is commonly on a highway and propelled by any power
other than muscular power. Nonexclusive examples of a vehicle are motorcycles, motorized bicycles,
pickup trucks, tractors, and trailers.

“Vehicle wash and wax facility” means any retailer that provides vehicle wash and wax services.
“Vehicle wash and wax services” or “vehicle wash and wax” means washing and waxing services

performed inside or outside of the vehicle or both whether the services are performed by hand, machine,
or coin-operated devices.

“Water” means water directly consumed or used in providing the taxable vehicle wash and wax
service. “Water” does not include, for example, charges or fees for storm water, sanitary sewer, or solid
waste services as these are not fees for water directly used or consumed in providing the taxable vehicle
wash and wax service.

225.7(2) Purchases made by a stand-alone vehicle wash and wax facility. Purchases of water,
electricity, chemicals, solvents, sorbents, or reagents by a stand-alone vehicle wash and wax facility are
presumed to be 100 percent exempt from sales tax. The stand-alone vehicle wash and wax facility is
not required to provide the suppliers of such items with an exemption certificate. See 701—paragraph
288.3(2)“g.”

225.7(3) Purchases made by a secondary vehicle wash and wax facility.
a. Sales price of electricity and water. The exemption for the sales price of electricity and water

purchased by secondary vehicle wash and wax facilities applies only to the sales price from the sale
of electricity and water directly consumed or used in providing vehicle wash and wax services, as
distinguished from electricity and water used and consumed for other purposes not related to vehicle
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wash and wax services (e.g., electricity to operate office equipment or lighting; water used for cleaning
the inside of a gas station or for irrigation).

(1) Separately metered electricity and water. Ideally, a secondary vehicle wash and wax facility
will have separate meters to measure its nonexempt electricity and water usage and its exempt electricity
and water used for providing taxable vehicle wash and wax services. A secondary vehicle wash and wax
facility that separately meters its exempt and nonexempt electricity and water usage and does not use the
exempt electricity and water for any other purpose than providing a taxable vehicle wash and wax service
does not have to file an exemption certificate with the suppliers. See 701—paragraph 288.3(2)“g.” The
supplier should not charge tax on the charges associated with the meters that measure electricity and
water used solely for providing the taxable vehicle wash and wax services.

However, if water or electricity which is measured by the meter which separately measures the
vehicle wash and wax facility is used for both taxable vehicle wash and wax services and nonexempt
purposes (e.g., consumed in performance of its business operations), the secondary vehicle wash and wax
facility must allocate the use of the electricity or water according to exempt and nonexempt use if an
exemption for nontaxable use is to be claimed. To obtain the exemption for electricity or water under this
rule, a secondary vehicle wash and wax facility that has both exempt and nonexempt electricity or water
usage measured by the same meter must request the exemption by providing an exemption certificate to
the electricity or water supplier.

The exemption certificate shall indicate what percentage of the electricity or water is used for
taxable vehicle wash and wax services and is therefore exempt. The exemption certificate shall be
in writing and detail how the percentages of exempt and nonexempt usage were developed. The
rationale provided for the percentage of exempt water and electricity must be reasonable after the
nature of the secondary vehicle wash and wax service facility’s primary purpose and all other facts
and circumstances are considered. A secondary vehicle wash and wax facility that cannot, or does not
want to, determine the percentage of exempt electricity or water usage may forego the exemption. The
exemption certificate is valid for three years, but the secondary vehicle wash and wax facility must
amend its exemption certificate to reflect any changes that would affect the exemption amount (e.g.,
summer month water usage compared to winter month water usage).

(2) Exempt and nonexempt usage measured by the same meter. When electricity and water are
purchased for vehicle wash and wax services as well as for taxable uses, and the use of the electricity
or water is recorded on a single meter, a secondary vehicle wash and wax facility must allocate the use
of the electricity or water according to exempt and nonexempt use if an exemption for nontaxable use
is to be claimed. To obtain the exemption for electricity or water under this subparagraph, a secondary
vehicle wash and wax facility that has both exempt and nonexempt electricity or water usage measured
by the same meter must request the exemption by providing an exemption certificate to the electricity or
water supplier.

The exemption certificate must indicate what percentage of the electricity or water is used for taxable
vehicle wash and wax services and is therefore exempt. The exemption certificate shall be in writing and
detail how the percentages of exempt and nonexempt usage were developed. The rationale provided for
the percentages of exempt water and electricity must be reasonable after the nature of the secondary
vehicle wash and wax service provider’s primary purpose and all other facts and circumstances are
considered. A secondary vehicle wash and wax facility that cannot, or does not want to, determine the
percentages of exempt electricity and water usage may either forego the exemption or install a separate
meter. The exemption certificate is valid for three years, but the secondary vehicle wash and wax facility
must amend its exemption certificate to reflect any changes that would affect the exemption amount (e.g.,
summer month water usage compared to winter month water usage).

Exemption statutes are strictly construed against the taxpayer in favor of taxation (See Dial Corp. v.
Iowa Dep’t of Revenue, 634 N.W.2d 643, 646 (Iowa 2001)). The secondary vehicle wash and wax facility
has the burden of proof regarding the exempt percentages (See id. and Iowa Code section 421.60(6)) and
is liable for any mistakes or misrepresentations made regarding the computation or for failure to notify
the electricity or water supplier in writing of the percentage of exempt usage, if required.
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(3) Credit. A supplier of electricity or water that sells electricity or water to vehicle wash and wax
facilities may bill customers for sales tax even if the facility qualifies for the exemption from sales tax
under this rule if the supplier cannot adjust its billing process in time to accommodate this exemption.
Subsequently, the electricity or water supplier shall provide a credit for tax collected from a vehicle wash
and wax facility, and the credit is to appear on the first possible billing date after May 25, 2012.

b. Sales price of chemicals, solvents, sorbents, or reagents. The sales price of chemicals,
solvents, sorbents, or reagents sold to a secondary vehicle wash and wax facility to be used in providing
a taxable vehicle wash and wax service is presumed to be 100 percent exempt from sales tax if
the secondary vehicle wash and wax facility’s primary business does not consume or sell the same
chemicals, solvents, sorbents, or reagents that are used in providing taxable vehicle wash and wax
services. If the secondary vehicle wash and wax facility’s primary business does not use or sell the
same products used in providing the taxable vehicle wash and wax service, the facility does not have
to provide the retailer with an exemption certificate. However, if the secondary vehicle wash and wax
facility may consume the chemicals, solvents, sorbents, or reagents for any purpose other than providing
taxable vehicle wash and wax services, the secondary vehicle wash and wax facility shall either:

(1) Purchase such items without tax liability if the majority of the chemicals, solvents, sorbents, or
reagents are used in performing the vehicle wash and wax service and remit the tax to the department
at the time such items are consumed in the operation of the primary business. The secondary vehicle
wash and wax facility shall provide to the retailer an exemption certificate which indicates that not all
items will be used in providing a taxable vehicle wash and wax service and the tax on such items will be
remitted at a later date; or

(2) Pay tax to retailers at the time of purchase if the majority of the chemicals, solvents, sorbents,
or reagents will be consumed in the operation of the primary business and deduct the original cost of any
such items subsequently used in the vehicle wash and wax service when reporting tax on the facility’s
returns.

EXAMPLE A: An automobile dealership offers a taxable drive-through vehicle wash and wax service
in addition to its primary business purpose of selling vehicles. The automobile dealership is a “secondary
vehicle wash and wax facility” because the taxable vehicle wash and wax service is offered secondarily
to its primary purpose of selling and servicing vehicles. In addition to providing vehicle wash and wax
services to the general public (a taxable vehicle wash and wax service), the automobile dealership uses its
vehicle wash and wax facility to wash and wax its inventory. Using the vehicle wash and wax facility to
wash or wax inventory is not a taxable vehicle wash and wax service because the vehicle wash and wax
service is not sold to customers; the service is “consumed” in performance of the automobile dealership’s
business operations. See 701—paragraph 285.31(1)“c.”

The automobile dealership has electricity and water meters that each separately measure the
electricity and water used and consumed in using the vehicle wash and wax facility. Although the
automobile dealership separately meters electricity and water, the separate meters do not measure only
taxable vehicle wash and wax services. Therefore, to claim the exemption, the automobile dealership
shall provide the electricity and water suppliers with an exemption certificate that states the percentages
of water and electricity used in providing taxable vehicle wash and wax services. The electricity and
water suppliers shall separately state and bill for the taxable and exempt amounts.

The automobile dealership also uses some of the chemicals, solvents, sorbents, or reagents while
washing and waxing its inventory, so the automobile dealership may either (1) purchase such items
without tax liability if themajority of the chemicals, solvents, sorbents, or reagents are used in performing
the vehicle wash and wax service and remit the tax at the time such items are consumed in the operation
of the primary business, or (2) pay tax to retailers at the time of purchase if the majority of the chemicals,
solvents, sorbents, or reagents will be consumed in the operation of the primary business and deduct the
original cost of any such items subsequently used in the vehicle wash and wax service when reporting
tax on the dealership’s returns.

The exemption is available for the quantity of items used in providing the taxable vehicle wash
and wax services even though the automobile dealership does not separately itemize on its receipts the
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amounts of electricity, water, chemicals, solvents, sorbents, or reagents used in providing the taxable
vehicle wash and wax services.

EXAMPLEB: A gas station that also sells vehicle wash and wax services does not separately meter the
electricity or water used and consumed in providing the taxable vehicle wash and wax services. With
the exception of providing vehicle wash and wax services, the gas station does not provide any other
additional services. The gas station wants to claim the exemption. To obtain the exemption for electricity
or water under this rule, the gas station shall calculate, and has the burden of proving, the amount of
exempt electricity or water it uses in providing taxable vehicle wash and wax services. The automobile
dealership shall furnish to the electricity or water supplier an exemption certificate that indicates what
percentage of the electricity or water is exempt.

Additionally, because the gas station only sells gasoline and taxable vehicle wash and wax services,
it is unlikely that the gas station will consume the chemicals, solvents, sorbents, or reagents for any
purpose other than providing taxable vehicle wash and wax services. Therefore, the sales price of the
chemicals, solvents, sorbents, or reagents that the gas station purchased for use in providing taxable
vehicle wash and wax services is 100 percent exempt from sales tax. The gas station does not have to
provide the retailers of the chemicals, solvents, sorbents, or reagents with an exemption certificate.

EXAMPLE C: Same facts as Example B, except the gas station does not believe it is feasible to
accurately determine the amount of electricity or water usage that can be attributed to the vehicle wash
and wax facility. The gas station also does not believe it is economically beneficial to install separate
meters to measure the usage of electricity or water for the sole purpose of claiming the exemption.
Therefore, the gas station does not claim the exemption and pays sales tax on the full sales price of water
or electricity.

This rule is intended to implement Iowa Code section 423.3(98).
[ARC 0403C, IAB 10/17/12, effective 11/21/12; ARC 6704C, IAB 11/30/22, effective 1/4/23; Editorial change: IAC Supplement
10/18/23]

701—225.8(423) Exemption for commercial enterprises.
225.8(1) Commercial enterprise as purchaser. A purchaser seeking this exemption must be a

commercial enterprise as defined in Iowa Code section 423.3(104)“b”(1). For purposes of Iowa
Code section 423.3(104)“b”(1), the terms “profession” and “occupation” mean the same as defined in
701—subrule 215.18(3).

225.8(2) Exclusive use by a commercial enterprise. A commercial enterprise must be the exclusive
user of the product. Use in the ordinary course of a commercial enterprise’s business constitutes
exclusive use by a commercial enterprise. Uses by all other users, including entities other than
commercial enterprises, do not constitute uses by a commercial enterprise.

a. Examples of exclusive uses. The following are examples of exclusive uses by a commercial
enterprise in the normal course of business:

(1) Word processing software loaded onto employees’ work computers.
(2) Software that displays a menu on a tablet used by customers at a restaurant.
(3) Information services used by temporary employees of a commercial enterprise in the ordinary

course of business.
b. Examples of disqualifying nonexclusive uses. The following are examples of uses that are not

exclusive uses by a commercial enterprise or uses in the ordinary course of business:
(1) Software shared by a commercial enterprise with an entity that is not a commercial enterprise.
(2) Video games that customers may purchase on a tablet that is provided at a restaurant for

customers to use while waiting for service.
225.8(3) Noncommercial purposes. “Noncommercial purposes” means purposes that are outside of

carrying out the business purpose of a commercial enterprise or purposes outside of the ordinary course
of business of a commercial enterprise. The following are examples of uses for noncommercial purposes:

a. Personal and recreational use.
b. Holding a product for future use for a noncommercial purpose.

https://www.legis.iowa.gov/docs/ico/section/423.3.pdf
https://www.legis.iowa.gov/docs/aco/arc/0403C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6704C.pdf
https://www.legis.iowa.gov/docs/ico/section/423.3.pdf
https://www.legis.iowa.gov/docs/ico/section/423.3.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.215.18.pdf
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225.8(4) De minimis. “De minimis” means an amount of use of a product for noncommercial
purposes that, when considering the product’s value and the frequency with which the use for
noncommercial purposes occurs during the product’s total use time, is so small as to make accounting
for that use unreasonable or impractical. Whether a use is de minimis is a fact-based determination that
shall be made on a case-by-case basis.

This rule is intended to implement Iowa Code section 423.3(104).
[ARC 4679C, IAB 9/25/19, effective 10/30/19; Editorial change: IAC Supplement 10/18/23]

[Filed 11/16/05, Notice 10/12/05—published 12/7/05, effective 1/11/06]
[Filed ARC 0403C (Notice ARC 0294C, IAB 8/22/12), IAB 10/17/12, effective 11/21/12]
[Filed ARC 4679C (Notice ARC 4562C, IAB 7/31/19), IAB 9/25/19, effective 10/30/19]
[Filed ARC 6704C (Notice ARC 6577C, IAB 10/5/22), IAB 11/30/22, effective 1/4/23]

[Editorial change: IAC Supplement 10/18/23]
[Editorial change: IAC Supplement 11/1/23]

https://www.legis.iowa.gov/docs/ico/section/423.3.pdf
https://www.legis.iowa.gov/docs/aco/arc/4679C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0403C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0294C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4679C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4562C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6704C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6577C.pdf
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CHAPTER 302
DETERMINATION OF NET INCOME

[Prior to 12/17/86, Revenue Department[730]]
[Prior to 11/2/22, see Revenue Department[701] Ch 40]

701—302.1(422) Net income defined. Net income for state individual income tax purposes shall mean
federal adjusted gross income as properly computed under the Internal Revenue Code and shall include
the adjustments in 701—302.2(422) to 701—302.9(422). The remaining provisions of this rule and
701—302.12(422) through 701—302.86(422) shall also be applicable in determining net income.

This rule is intended to implement Iowa Code section 422.7.
[ARC 8605B, IAB 3/10/10, effective 4/14/10; ARC 9103B, IAB 9/22/10, effective 10/27/10; ARC 9820B, IAB 11/2/11, effective
12/7/11; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.2(422) Interest and dividends from federal securities. For individual income tax purposes,
the state is prohibited by federal law from taxing dividends from corporations owned or sponsored by
the federal government, or interest derived from obligations of the United States and its possessions,
agencies, and instrumentalities. Therefore, if the federal adjusted gross income of an individual, taxable
by Iowa, includes dividends or interest of this type, an adjustment must be made by deducting the amount
of the dividend or interest. If the inclusion of an amount of income or the amount of a deduction is
based upon federal adjusted gross income and federal adjusted gross income includes dividends from
corporations owned or sponsored by the federal government, or interest derived from obligations of the
United States and its possessions, agencies, and instrumentalities, a recomputation of the amount of
income or deduction must be made excluding dividends or interest of this type from the calculations.

A federal statute exempts stocks and obligations of the United States Government, as well as the
interest on the obligations, from state income taxation (see 31 U.S.C.S. Section 3124(a)).

“Obligations of the United States” are those obligations issued “to secure credit to carry on the
necessary functions of government.” Smith v. Davis (1944) 323 U.S. 111, 119, 89 L.Ed. 107, 113, 65
S.Ct. 157, 161. The exemption is aimed at protecting the “borrowing” and “supremacy” clauses of the
United States Constitution. Society for Savings v. Bowers (1955) 349 U.S. 143, 144, 99 L.Ed.2d 950,
955, 75 S.Ct. 607, 608; Hibernia v. City and County of San Francisco (1906) 200 U.S. 310, 313, 50
L.Ed. 495, 496, 26 S.Ct. 265, 266.

Tax-exempt credit instruments possess the following characteristics:
1. They are written documents,
2. They bear interest,
3. They are binding promises by the United States to pay specified sums at specified dates, and
4. They have Congressional authorization which also pledges the faith and credit of the United

States in support of the promise to pay. Smith v. Davis, supra.
A governmental obligation that is secondary, indirect, or contingent, such as a guaranty of a

nongovernmental obligor’s primary obligation to pay the principal amount of and interest on a
note, is not an obligation of the type exempted under 31 U.S.C.S. Section 3124(1). Rockford Life
Ins. Co. v. Department of Revenue, 107 S.Ct. 2312 (1987).

The following list contains widely held United States Government obligations, but is not intended
to be all-inclusive.

This noninclusive listing indicates the position of the department with respect to the income tax status
of the listed securities. It is based on current federal law and the interpretation thereof by the department.
Federal law or the department’s interpretation is subject to change. Federal law precludes all states from
imposing an income tax on the interest income from direct obligations of the United States Government.
Also, preemptive federal lawmay preclude state taxation of interest income from the securities of federal
government-sponsored enterprises and agencies and from the obligations of U.S. territories. Any profit
or gain on the sale or exchange of these securities is taxable.

302.2(1) Federal obligations and obligations of federal instrumentalities the interest on which is
exempt from Iowa income tax.

https://www.legis.iowa.gov/docs/iac/rule/701.302.2.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.9.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.12.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.86.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/8605B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9103B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9820B.pdf
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a. United States Government obligations: United States Treasury—Principal and interest from
bills, bonds, and notes issued by the United States Treasury exempt under 31 U.S.C. Section 3124[a].

1. Series E, F, G, H, and I bonds
2. United States Treasury bills
3. U.S. Government certificates
4. U.S. Government bonds
5. U.S. Government notes
6. Original issue discount (OID) on a United States Treasury obligation
b. Territorial obligations:
1. Guam—Principal and interest from bonds issued by the Government of Guam (48 U.S.C.S.

Section 1423[a]).
2. Puerto Rico—Principal and interest from bonds issued by the Government of Puerto Rico (48

U.S.C.S. Section 745).
3. Virgin Islands—Principal and interest from bonds issued by the Government of the Virgin

Islands (48 U.S.C.S. Section 1403).
4. Northern Mariana Islands—Principal and interest from bonds issued by the Government of the

Northern Mariana Islands (48 U.S.C.S. Section 1681(c)).
c. Federal agency obligations:
1. Commodity Credit Corporation—Principal and interest from bonds, notes, debentures, and

other similar obligations issued by the Commodity Credit Corporation (15 U.S.C.S. Section 713a-5).
2. Banks for Cooperatives—Principal and interest from notes, debentures, and other obligations

issued by Banks for Cooperatives (12 U.S.C.S. Section 2134).
3. Farm Credit Banks—Principal and interest from systemwide bonds, notes, debentures, and

other obligations issued jointly and severally by Banks of the Federal Farm Credit System (12 U.S.C.S.
Section 2023).

4. Federal Intermediate Credit Banks—Principal and interest from bonds, notes, debentures, and
other obligations issued by Federal Intermediate Credit Banks (12 U.S.C.S. Section 2079).

5. Federal Land Banks—Principal and interest from bonds, notes, debentures, and other
obligations issued by Federal Land Banks (12 U.S.C.S. Section 2055).

6. Federal Land Bank Association—Principal and interest from bonds, notes, debentures, and
other obligations issued by the Federal Land Bank Association (12 U.S.C.S. Section 2098).

7. Financial Assistance Corporation—Principal and interest from notes, bonds, debentures, and
other obligations issued by the Financial Assistance Corporation (12 U.S.C.S. Section 2278b-10[b]).

8. Production Credit Association—Principal and interest from notes, debentures, and other
obligations issued by the Production Credit Association (12 U.S.C.S. Section 2077).

9. Federal Deposit Insurance Corporation (FDIC)— Principal and interest from notes, bonds,
debentures, and other such obligations issued by the Federal Deposit Insurance Corporation (12 U.S.C.S.
Section 1825).

10. Federal Financing Bank—Interest from obligations issued by the Federal Financing Bank.
Considered to be United States Government obligations (12 U.S.C.S. Section 2288, 31 U.S.C.S. Section
3124[a]).

11. Federal Home Loan Bank—Principal and interest from notes, bonds, debentures, and other
such obligations issued by any Federal Home Loan Bank and consolidated Federal Home Loan Bank
bonds and debentures (12 U.S.C.S. Section 1433).

12. Federal Savings and Loan Insurance Corporation (FSLIC)—Principal and interest from notes,
bonds, debentures, and other such obligations issued by the Federal Savings and Loan Insurance
Corporation (12 U.S.C.S. Section 1725[e]).

13. Federal Financing Corporation—Principal and interest from notes, bonds, debentures, and other
such obligations issued by the Federal Financing Corporation (12 U.S.C.S. Section 2288(b)).

14. Financing Corporation (FICO)—Principal and interest from any obligation of the Financing
Corporation (12 U.S.C.S. Sections 1441[e][7] and 1433).
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15. General Services Administration (GSA)—Principal and interest from General Services
Administration participation certificates. Considered to be United States Government obligations (31
U.S.C.S. Section 3124[a]).

16. Housing and Urban Development (HUD).
● Principal and interest from War Housing Insurance debentures (12 U.S.C.S. Section 1739[d]).
● Principal and interest from Rental Housing Insurance debentures (12 U.S.C.S. Section

1747g[g]).
● Principal and interest from Armed Services Mortgage Insurance debentures (12 U.S.C.S.

Section 1748b[f]).
● Principal and interest from National Defense Housing Insurance debentures (12 U.S.C.S.

Section 1750c[d]).
● Principal and interest from Mutual Mortgage Insurance Fund debentures (12 U.S.C.S. Section

1710[d]).
17. National Credit Union Administration Central Liquidity Facility—Income from notes, bonds,

debentures, and other obligations issued on behalf of the National Credit Union Administration Central
Liquidity Facility (12 U.S.C.S. Section 1795k[b]).

18. Resolution Funding Corporation—Principal and interest from obligations issued by the
Resolution Funding Corporation (12 U.S.C.S. Sections 1441[f][7] and 1433).

19. Student Loan Marketing Association (Sallie Mae)—Principal and interest from obligations
issued by the Student Loan Marketing Association. Considered to be United States Government
obligations (20 U.S.C.S. Section 1087-2[1], 31 U.S.C.S. Section 3124[a]).

20. Tennessee Valley Authority—Principal and interest from bonds issued by the Tennessee Valley
Authority (16 U.S.C.S. Section 831n-4[d]).

21. United States Postal Service—Principal and interest from obligations issued by the United
States Postal Service (39 U.S.C.S. Section 2005[d][4]).

22. Treasury Investment Growth Receipts.
23. Certificates on Government Receipts.
302.2(2) Taxable securities. There are a number of securities issued under the authority of an Act of

Congress which are subject to the Iowa income tax. These securities may be guaranteed by the United
States Treasury or supported by the issuing agency’s right to borrow from the Treasury. Some may be
backed by the pledge of full faith and credit of the United States Government. However, it has been
determined that these securities are not direct obligations of the United States Government to pay a
specified sum at a specified date, nor are the principal and interest from these securities specifically
exempted from taxation by the respective authorizing Acts. Therefore, income from such securities is
subject to the Iowa income tax. Examples of securities which fall into this category are those issued by
the following agencies and institutions:

a. Federal agency obligations:
1. Federal or State Savings and Loan Associations
2. Export-Import Bank of the United States
3. Building and Loan Associations
4. Interest on federal income tax refunds
5. Postal Savings Account
6. Farmers Home Administration
7. Small Business Administration
8. Federal or State Credit Unions
9. Mortgage Participation Certificates
10. Federal National Mortgage Association
11. Federal Home Loan Mortgage Corporation (Freddie Mac)
12. Federal Housing Administration
13. Federal National Mortgage Association (Fannie Mae)
14. Government National Mortgage Association (Ginnie Mae)
15. Merchant Marine (Maritime Administration)
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16. Federal Agricultural Mortgage Corporation (Farmer Mac)
b. Obligations of international institutions:
1. Asian Development Bank
2. Inter-American Development Bank
3. International Bank for Reconstruction and Development (World Bank)
c. Other obligations:
Washington D.C. Metro Area Transit Authority
Interest from repurchase agreements involving federal securities is subject to Iowa income tax.

Nebraska Department of Revenue v. John Loewenstein, 513 US 123 (1994). Everett v. State Dept. of
Revenue and Finance, 470 N.W.2d 13 (Iowa 1991).

For tax years beginning on or after January 1, 1987, interest from Mortgage Backed Certificate
Guaranteed by Government National Mortgage Association (“Ginnie Maes”) is subject to Iowa income
tax. See Rockford Life Insurance Company v. Illinois Department of Revenue, 96 L.Ed.2d 152.

For the treatment of interest or dividends from regulated investment companies (mutual funds) that
invest in obligations of the type discussed in this rule, see rule 701—302.52(422).

This rule is intended to implement Iowa Code section 422.7.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; ARC 1101C, IAB 10/16/13, effective 11/20/13; Editorial change: IAC Supplement
11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.3(422) Interest and dividends from foreign securities and securities of state and other
political subdivisions. Interest and dividends from foreign securities and from securities of state and
other political subdivisions are to be included in Iowa net income. Certain types of interest and dividends,
because of specific exemption, are not includable in income for federal tax purposes. To the extent such
income has been excluded for federal income tax purposes, unless the item of income is specifically
exempted from state taxation by the laws or constitution of Iowa or of the United States, it must be
added to Iowa taxable income.

The following is a noninclusive listing of bonds issued by the state of Iowa and its political
subdivisions, interest on which is exempt from both federal and state income taxes.

1. Board of regents: Bonds issued under Iowa Code sections 262.41, 262.51, 262.60, 262A.8, and
263A.6.

2. Urban renewal: Bonds issued under Iowa Code section 403.9(2).
3. Municipal housing law - low-income housing: Bonds issued under Iowa Code section 403A.12.
4. Subdistricts of soil conservation districts, revenue bonds: Bonds issued under Iowa Code

section 161A.22.
5. Aviation authorities, revenue bonds: Bonds issued under Iowa Code section 330A.16.
6. Rural water districts: Bonds and notes issued under Iowa Code section 357A.15.
7. County health center: Bonds issued under Iowa Code section 331.441(2)“c”(7).
8. Iowa finance authority, water pollution control works and drinking water facilities financing:

Bonds issued under Iowa Code section 16.131(5).
9. Iowa finance authority, beginning farmer loan program: Bonds issued under Iowa Code section

16.64.
10. Iowa finance authority, Iowa comprehensive petroleum underground storage tank fund: Bonds

issued under Iowa Code section 455G.6(14).
11. Iowa finance authority, 911 program notes and bonds: Bonds issued under Iowa Code section

34A.20(6).
12. Quad Cities interstate metropolitan authority bonds: Bonds issued under Iowa Code section

28A.24.
13. Prison infrastructure revenue bonds: Bonds issued under Iowa Code sections 12.80(3) and

16.177(8).
14. Community college residence halls and dormitories bonds: Bonds issued under Iowa Code

section 260C.61.
15. Community college bond program bonds: Bonds issued under Iowa Code section 260C.71(6).

https://www.legis.iowa.gov/docs/iac/rule/701.302.52.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7761B.pdf
https://www.legis.iowa.gov/docs/aco/arc/1101C.pdf
https://www.legis.iowa.gov/docs/ico/section/262.41.pdf
https://www.legis.iowa.gov/docs/ico/section/262.51.pdf
https://www.legis.iowa.gov/docs/ico/section/262.60.pdf
https://www.legis.iowa.gov/docs/ico/section/262A.8.pdf
https://www.legis.iowa.gov/docs/ico/section/263A.6.pdf
https://www.legis.iowa.gov/docs/ico/section/403.9.pdf
https://www.legis.iowa.gov/docs/ico/section/403A.12.pdf
https://www.legis.iowa.gov/docs/ico/section/161A.22.pdf
https://www.legis.iowa.gov/docs/ico/section/330A.16.pdf
https://www.legis.iowa.gov/docs/ico/section/357A.15.pdf
https://www.legis.iowa.gov/docs/ico/section/331.441.pdf
https://www.legis.iowa.gov/docs/ico/section/16.131.pdf
https://www.legis.iowa.gov/docs/ico/section/16.64.pdf
https://www.legis.iowa.gov/docs/ico/section/455G.6.pdf
https://www.legis.iowa.gov/docs/ico/section/34A.20.pdf
https://www.legis.iowa.gov/docs/ico/section/28A.24.pdf
https://www.legis.iowa.gov/docs/ico/section/12.80.pdf
https://www.legis.iowa.gov/docs/ico/section/16.177.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.61.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.71.pdf
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16. Interstate bridges bonds: Bonds issued under Iowa Code section 313A.36.
17. Iowa higher education loan authority: Obligations issued by the authority pursuant to Iowa

Code section 261A.27.
18. Vision Iowa program: Bonds issued pursuant to Iowa Code section 12.71(8).
19. School infrastructure program bonds: Bonds issued under Iowa Code section 12.81(8).
20. Iowa utilities board and Iowa consumer advocate building project bonds: Bonds issued under

Iowa Code section 12.91(9).
21. Iowa jobs program revenue bonds: Bonds issued under Iowa Code section 12.87(8).
Interest from repurchase agreements involving obligations of the type discussed in this rule is subject

to Iowa income tax. Nebraska Department of Revenue v. John Loewenstein, 513 US 123 (1994). Everett
v. State Dept. of Revenue and Finance, 470 N.W.2d 13 (Iowa 1991).

For the treatment of interest or dividends from regulated investment companies (mutual funds) that
invest in obligations of the type discussed in this rule, see rule 701—302.52(422).

Gains and losses from the sale or other disposition of bonds issued by the state of Iowa or its political
subdivisions, as distinguished from interest income, shall be taxable for state income tax purposes.

This rule is intended to implement Iowa Code section 422.7.
[ARC 8605B, IAB 3/10/10, effective 4/14/10; ARC 1101C, IAB 10/16/13, effective 11/20/13; ARC 1665C, IAB 10/15/14, effective
11/19/14; ARC 4309C, IAB 2/13/19, effective 3/20/19; ARC 5673C, IAB 6/2/21, effective 7/7/21; Editorial change: IAC Supplement
11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.4 Reserved.

701—302.5(422) Military pay.
302.5(1) Reserved.
302.5(2) For income received for services performed prior to January 1, 1969, and for services

performed for tax periods beginning on or after January 1, 1977, but before January 1, 2011. An Iowa
resident who is on active duty in the armed forces of theUnited States, as defined in Title 10, United States
Code, Section 101, shall include all income received for such service performed prior to January 1, 1969,
and for services performed during tax periods beginning on or after January 1, 1977, but before January
1, 2011. For tax years beginning on or after January 1, 2011, see rule 701—302.76(422). However, the
taxability of this active duty military income shall be terminated for any income received for services
performed effective the day after either of the two following conditions:

a. When universal compulsory military service is reinstated by the United States Congress.
“Compulsory military service” is defined to be the actual act of drafting individuals into the military
service and not just the registration of individuals under the Military Selective Service Act (50
App. U.S.C. 453); or

b. When a state of war is declared to exist by the United States Congress.
Federal active duty does not include a member of the national guard when called for training by order

of the governor through order of the adjutant general. These members are in the service of the state and
not on active duty of the United States. Federal active duty also does not include members of the various
military reserve programs. A taxpayer must be on active federal duty to qualify for exemption. National
guard and reservists who undergo voluntary training are not on active duty in a federal status. National
guard and reservist pay does not qualify for the military exemption and such pay is taxable by the state
of Iowa.

Compensation received from the United States Government by nonresident members of the armed
forces who are temporarily present in the state of Iowa pursuant to military orders is exempt from Iowa
income tax.

This rule is intended to implement Iowa Code section 422.5.
[ARC 9822B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.6(422) Interest and dividend income. This rule applies to interest and dividends from foreign
securities and securities of state and other political subdivisions. Interest and dividends from foreign
securities and from securities of state and other political subdivisions are to be included in Iowa taxable

https://www.legis.iowa.gov/docs/ico/section/313A.36.pdf
https://www.legis.iowa.gov/docs/ico/section/261A.27.pdf
https://www.legis.iowa.gov/docs/ico/section/12.71.pdf
https://www.legis.iowa.gov/docs/ico/section/12.81.pdf
https://www.legis.iowa.gov/docs/ico/section/12.91.pdf
https://www.legis.iowa.gov/docs/ico/section/12.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.52.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/8605B.pdf
https://www.legis.iowa.gov/docs/aco/arc/1101C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1665C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4309C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5673C.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.76.pdf
https://www.legis.iowa.gov/docs/ico/section/422.5.pdf
https://www.legis.iowa.gov/docs/aco/arc/9822B.pdf
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income. Certain types of interest and dividends, because of specific exemption, are not included in
income for federal tax purposes. To the extent such income has been excluded for federal income
tax purposes, unless the term of income is specifically exempted from state taxation by the laws or
constitutions of Iowa or of the United States, it must be added to Iowa taxable income.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.7(422) Current year capital gains and losses. In determining short-term or long-term capital
gain or loss the provisions of the Internal Revenue Code are to be followed.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.8(422) Gains and losses on property acquired before January 1, 1934. When property was
acquired prior to January 1, 1934, the basis as of January 1, 1934, for determining capital or other gains
or losses is the higher of cost, adjusted for depreciation allowed or allowable to January 1, 1934, or fair
market value as of that date.

If, as a result of this provision, a basis is to be used for purposes of Iowa individual income tax which
is different from the basis used for purposes of federal income tax, appropriate adjustment must be made
and detailed schedules supplied in the computation of Iowa taxable income.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.9(422)Work opportunity tax credit and alcohol and cellulosic biofuel fuels credit. Where
an individual claims the work opportunity tax credit under Section 51 of the Internal Revenue Code or the
alcohol and cellulosic biofuel fuels credit under Section 40 of the Internal Revenue Code, the amount
of credit allowable must be used to increase federal taxable income. The amount of credit allowable
used to increase federal adjusted gross income is deductible in determining Iowa net income. The
work opportunity tax credit applies to eligible individuals who begin work before January 1, 2012. The
adjustment for the alcohol and cellulosic biofuel fuels credit is applicable for tax years beginning on or
after January 1, 1980.

This rule is intended to implement 2011 Iowa Code Supplement section 422.7 as amended by 2012
Iowa Acts, Senate File 2328.
[ARC 0337C, IAB 9/19/12, effective 10/24/12; Editorial change: IAC Supplement 11/2/22]

701—302.10 and 302.11 Reserved.

701—302.12(422) Income from partnerships or limited liability companies. Residents engaged
in a partnership or limited liability company, even if located or doing business outside the state of
Iowa, are taxable upon their distributive share of net income of such partnership or limited liability
company, whether distributed or not, and are required to include such distributive share in their return.
A nonresident individual who is a member of a partnership or limited liability company doing business
in Iowa is taxable on that portion of net income which is applicable to the Iowa business activity
whether distributed or not. See 701—Chapter 401.

This rule is intended to implement Iowa Code sections 422.7, 422.8, and 422.15.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.13(422) Subchapter “S” income. Where a corporation elects, under Sections 1371-1379 of
the Internal Revenue Code, to distribute the corporation’s income to the shareholders, the corporation’s
income, in its entirety, is subject to individual reporting whether or not actually distributed. Both resident
and nonresident shareholders shall report their share of the corporation’s net taxable income on their
respective Iowa returns. Isaacson v. Iowa State Tax Commission, 183 N.W.2d 693, Iowa Supreme Court,
February 9, 1971. Residents shall report their distributable share in total while nonresidents shall report
only their portion of their distributable share which was earned in Iowa. For tax years beginning on
or after January 1, 1996, residents should refer to 701—Chapter 403 to determine if they qualify to

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/2011/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/0337C.pdf
https://www.legis.iowa.gov/docs/iac/chapter/701.401.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.8.pdf
https://www.legis.iowa.gov/docs/ico/section/422.15.pdf
https://www.legis.iowa.gov/docs/iac/chapter/701.403.pdf
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compute Iowa taxable income by allocation and apportionment. See 701—Chapter 503 for allocation
and apportionment of corporate income.

This rule is intended to implement Iowa Code sections 422.7, 422.8, 422.15, and 422.36.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.14(422) Contract sales. Interest derived as income from a land contract is intangible personal
property and is assignable to the recipient’s domicile. Gains received from the sale or assignment of land
contracts are considered to be gains from real property in this state and are assignable to this state. As
to nonresidents, see 701—302.16(422).

This rule is intended to implement Iowa Code sections 422.7 and 422.8.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.15(422) Reporting of incomes by married taxpayers who file a joint federal return but
elect to file separately for Iowa income tax purposes. Married taxpayers who have separate incomes
and have filed jointly for federal income tax purposes can elect to file separate Iowa returns or to file
separately on the combined Iowa return form. Where married persons file separately, both must use
the optional standard deduction if either elects to use it, or both must claim itemized deductions if
either elects to claim itemized deductions. The provisions of Treasury Regulation § 1.63-1 are equally
applicable regarding the election to use the standard deduction or itemized deductions for Iowa income
tax purposes. The spouses’ election to file separately for Iowa income tax purposes is subject to the
condition that incomes received by the taxpayers and the deductions for business expenses are allocated
between the spouses as the incomes and deductions would have been allocated if the taxpayers had filed
separate federal returns. Any Iowa additions to net income and any deductions to net income which
pertain to taxpayers filing separately for Iowa income tax purposes must also be allocated accurately
between the spouses. Thus, if married taxpayers file a joint federal return and elect to file separate Iowa
returns or separately on the combined Iowa return, the taxpayers are required to compute their separate
Iowa net incomes as if they had determined their federal adjusted gross incomes on separate federal
returns with the Iowa adjustments to net income.

However, the fact that the taxpayers file separately for Iowa income tax purposes does not mean
that the spouses will be subject to limitations that would apply if the taxpayers had filed separate federal
returns. Instead, tax provisions that are applicable for taxpayers filing joint federal returns are also
applicable to the taxpayers when they file separate Iowa returns unless the tax provisions are superseded
by specific provisions in Iowa income tax law.

For example, married taxpayers that file separate federal returns cannot take the child and dependent
care credit (in most instances) and cannot take the earned income credit. Taxpayers that file a joint
federal return and elect to file separately for Iowa income tax purposes can take the child and dependent
care credit and the earned income credit on their Iowa returns assuming they meet the qualifications for
claiming these credits on the joint federal return.

The following paragraphs and examples are provided to clarify some issues and provide some
guidance for taxpayers who filed a joint federal income tax return and elect to file separate Iowa returns
or separately on the combined Iowa return form.

1. Election to expense certain depreciable business assets. When married taxpayers who have filed a
joint federal return elect to file separate Iowa returns or separately on the combined Iowa return form, the
taxpayers may claim the same deduction for the expensing of depreciable business assets as they were
allowed on their joint federal return of up to $100,000 (for the tax year beginning on or after January 1,
2003, and which is adjusted annually for inflation for subsequent tax years) as authorized under Section
179 of the Internal Revenue Code. In a situation where one spouse is a wage earner and the second
spouse has a small business, the second spouse may claim the same deduction for expensing depreciable
assets of up to $100,000 (for the tax year beginning on or after January 1, 2003) that was allowable on the
taxpayers’ joint federal return. The fact that a spouse elects to file a separate Iowa return or separately
on the combined return form after filing a joint federal return does not mean the spouse is limited to the
same deduction for expensing of depreciable business assets of up to $50,000 (for the tax year beginning
on or after January 1, 2003) that would have applied if the spouse had filed a separate federal return.

https://www.legis.iowa.gov/docs/iac/chapter/701.503.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.8.pdf
https://www.legis.iowa.gov/docs/ico/section/422.15.pdf
https://www.legis.iowa.gov/docs/ico/section/422.36.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.16.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.8.pdf
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In situations where a married couple has ownership of a business, the deduction for the expensing of
depreciable assets which is allowable on the spouses’ joint federal return should be allocated between the
spouses in the same ratio as incomes and losses from the business are reported by the spouses. Subrule
302.15(4) sets out criteria for allocation of incomes and losses of businesses in which married couples
have an ownership interest.

2. Capital losses. Except for the Iowa capital gains deduction for limited amounts of net capital
gains from certain types of assets described in rule 701—302.38(422), the federal income tax provision
for reporting capital gains and losses and for the carryover of capital losses in excess of certain amounts
are applicable for Iowa individual income tax purposes. When married taxpayers file a joint federal
income tax return and elect to file separate Iowa returns or separately on the combined return form, the
spouses must allocate capital gains and losses between them on the basis of the ownership of the assets
that were sold or exchanged. That is, the spouses must allocate the capital gains and losses between them
on the separate Iowa returns as the capital gains and losses would have been allocated if the taxpayers had
filed separate federal returns instead of a joint federal return. However, each spouse is not subject to the
$1,500 capital loss limitation on the separate Iowa return which is applicable to a married taxpayer that
files a separate federal return. Instead, the spouses are collectively subject to the same $3,000 capital loss
limitation for married taxpayers filing joint federal returns which is authorized under Section 1211(b)
of the Internal Revenue Code. In circumstances where both spouses have net capital losses, each of
the spouses can claim a capital loss of up to $1,500 on the separate Iowa return. In a situation where
one spouse has a net capital loss of less than $1,500 and the other spouse has a capital loss greater than
$1,500, the first spouse can claim the entire capital loss, while the second spouse can claim the portion of
the net capital loss on the joint federal return that was not claimed by the first spouse. In no case can the
net capital losses claimed on separate Iowa returns by married taxpayers exceed the $3,000 maximum
capital loss that is allowed on the joint federal return. In a circumstance where one spouse has a net
capital loss and the other spouse has a net capital gain, the amounts of capital gains and losses claimed
by the spouses on their separate Iowa returns must conformwith the net capital gain amount or net capital
loss amount claimed on the joint federal return for the taxpayers. The following examples illustrate how
capital gains and losses are to be allocated between spouses filing separate Iowa returns or separately on
the combined Iowa return form for married taxpayers who filed joint federal returns.

EXAMPLE 1. A married couple filed a joint federal return which showed a net capital loss of $3,000.
All of the capital loss was attributable to the husband, as thewife had no capital gains or losses. Therefore,
when the taxpayers filed separate Iowa returns, the husband’s return showed a $3,000 capital loss and
the wife’s return showed no capital gains or losses.

EXAMPLE 2. A married couple filed a joint federal return showing a net capital loss of $3,000, which
was the maximum loss they could claim, although they had aggregate capital losses of $8,000. The
husband had a net capital loss of $6,000 and the wife had a net capital loss of $2,000. When the taxpayers
filed their separate Iowa returns each spouse claimed a net capital loss of $1,500, since each spouse had
a capital loss of up to $1,500. The husband had a net capital loss carryover of $4,500 and the wife had
a net capital loss carryover of $500.

EXAMPLE 3. A married couple filed a joint federal return showing a net capital loss of $2,500. The
husband had a net capital gain of $7,500 and the wife had a net capital loss of $10,000. The wife claimed
a net capital loss of $10,000 on her separate Iowa return, while the husband reported a net capital gain
of $7,500 on his separate Iowa return.

EXAMPLE 4. A married couple filed a joint federal return showing a net capital loss of $3,000. The
wife had a net capital loss of $800 and the husband had a net capital loss of $2,500. The wife claimed a
$800 net capital loss on her separate Iowa return. The husband claimed a net capital loss on his separate
Iowa return of $2,200 which was the portion of the net capital loss claimed on the joint federal return
that was not claimed by the wife. The husband had a net capital loss carryover of $300.

3. Unemployment compensation benefits. When a husband and wife have filed a joint federal
return and elect to file separate Iowa returns or separately on the Iowa combined return form, the
spouses are to report the same amount of unemployment compensation benefits on their Iowa returns as
was reported for federal income tax purposes as provided in Section 85 of the Internal Revenue Code.

https://www.legis.iowa.gov/docs/iac/rule/701.302.15.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.38.pdf
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When unemployment compensation benefits are received in the tax year the benefits are to be reported
by the spouse or spouses who received the benefits as a result of employment of the spouse or spouses.
Nonresidents of Iowa, including nonresidents covered by the reciprocal agreement with Illinois, are
to report unemployment compensation benefits on the Iowa income tax return as Iowa source income
to the extent the benefits pertain to the individual’s employment in Iowa. In a situation where the
unemployment compensation benefits are the result of employment in Iowa and in one or more other
states, the unemployment compensation benefits should be allocated to Iowa on the basis of the
individual’s Iowa salaries and wages for the employer to the total salaries and wages for the employer.
However, to the extent that unemployment compensation benefits pertain to a person’s employment in
Iowa for a railroad and the benefits are paid by the railroad retirement board, the benefits are totally
exempt from Iowa income tax pursuant to 45 U.S.C. Section 352(e).

302.15(1) Income from property in which only one spouse has an ownership interest but which is
not used in business. If ownership of property not used in a business is in the name of only one spouse
and each files a separate state return, income derived from such property may not be divided between
husband and wife but must be reported by only that spouse possessing the ownership interest.

302.15(2) Income from property in which both husband and wife have an ownership interest but
which is not used in a business. A husband and wife who file a joint federal return and elect to file
separate Iowa returns must each report the share of income from jointly or commonly owned real estate,
stocks, bonds, bank accounts, and other property not used in a business in the same manner as if their
federal adjusted gross incomes had been determined separately. The rules for determining the manner
of reporting this income depend upon the nature of the ownership interest and, in general, may be
summarized as follows:

a. Joint tenants. A husband and wife owning property as joint tenants with the right of
survivorship, a common example of which is a joint savings account, should each report on separate
returns one-half of the income from the savings account held by them in joint tenancy.

b. Tenants in common. Income from property held by husband and wife as tenants in common is
reportable by them in proportion to their legally enforceable ownership interests in the property.

302.15(3) Salary and wages derived from personal or professional services performed in the
course of employment. A husband and wife who file a joint federal return and elect to file separate Iowa
returns must report on each spouse’s state return the salary and wages which are attributable to services
performed pursuant to each individual’s employment. The income must be reported on Iowa separate
returns in the same manner as if their federal adjusted gross incomes had been determined separately.
The manner of reporting wages and salaries by spouses is dependent upon the nature of the employment
relationship and is subject to the following rules:

a. Interspousal employment—salary or wages paid by one spouse to the other. Wages or
compensation paid for services or labor performed by one spouse with respect to property or business
owned by the other spouse may be reported on a separate return if the amount of the payment is
reasonable for the services or labor actually performed. It is presumed that the compensation or wages
paid by one spouse to the other is not reasonable nor allowable for purposes of reporting the income
separately unless a bona fide employer-employee relationship exists. For example, unless actual
services are rendered, payments are actually made, working hours and standards are set and adhered
to, unemployment compensation and workers’ compensation requirements are met, the payments may
not be separately reported by the salaried spouse.

b. Wages and salaries received by a husband or wife pursuant to an employment agreement with
an employer other than a spouse. Wages or compensation paid for services or labor performed by a
husband or wife pursuant to an employment agreement with some other employer is presumed income
of only that spouse that is employed and must be reported separately only by that spouse.

302.15(4) Income from a business in which both husband and wife have an ownership
interest. Income derived from a business the ownership of which is in both spouses’ names, as
evidenced by record title or by the existence of a bona fide partnership agreement or by other recognized
method of establishing legal ownership, may be allocated between spouses and reported on separate
individual state income tax returns provided that the interest of each spouse is allocated according to
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the capital interest of each, the management and control exercised by each, and the services performed
by each with respect to such business. Compliance with the conditions contained in paragraphs “a” or
“b” of this subrule and consideration of paragraphs “c,” “d,” and “e” of this subrule must be made in
allocating income from a business in which both husband and wife have an ownership interest.

a. Allocation of partnership income. Allocation of partnership income between spouses is
presumed valid only if partnership information returns, as required for income tax purposes, have
currently been filed with respect to the federal self-employment tax law. An oral understanding does
not constitute a bona fide partnership implied merely from a common ownership of property.

b. Allocation of income derived from a business other than a partnership in which both husband
and wife claim an ownership interest. In the case of a business owned by a husband and wife who filed
a joint federal income tax return in which one of them claimed all of the income therefrom for federal
self-employment tax purposes, it will be presumed for purposes of administering the state income tax
law, unless expressly shown to the contrary by the taxpayer, that the spouse who claimed that income
for federal self-employment tax purposes did, thereby, with the consent of the other spouse, claim all
right to such income and that therefore such income must be included in the state income tax return of
the spouse who claimed it for federal self-employment tax purposes if the husband and wife file separate
state income tax returns.

c. Capital contribution. In determining the weight to be attributed to the capital contribution of
each spouse to a business, consideration may be given only to that invested capital which is legally
traceable to each individual spouse. Capital existing under the right, dominion, and control of one
spouse which is invested in the business is presumed to be a capital contribution of that spouse. Sham
transactions which do not affect real changes of ownership in capital between spouses in that such
transactions do not legally disturb the right, dominion, and control of the assignor or the donor over
the capital must be disregarded in determining capital contribution of the recipient spouse.

d. Management and control. Participation in the control and management of a business must be
distinguished from the regular performance of nonmanagerial services. Contribution of management
and control with respect to the business must be of a substantial nature in order to accord it weight in
making an allocation of income. Substantial participation in management does not necessarily involve
continuous or even frequent presence at the place of business, but it does involve genuine consultation
with respect to at least major business decisions, and it presupposes substantial acquaintance with
an interest in the operations, problems, and policies of the business, along with sufficient maturity
and background of education or experience to indicate an ability to grasp business problems that are
appreciably commensurate with the demands of the enterprise concerned. Vague or general statements
as to family discussions at home or elsewhere will not be accepted as a sufficient showing of actual
consultation.

e. Services performed. The amount of services performed by each spouse is a factor to be
considered in determining proper allocation of income from a business in which each spouse has
an ownership interest. In order to accord weight to services performed by an individual spouse, the
services must be of a beneficial nature in that they make a direct contribution to the business. For
example, for a business operation, whether it is a retail sales enterprise, farming operation or otherwise,
in which both husband and wife have an ownership interest, the services contributed by the spouses
must be directly connected with the business operation. Services for the family such as planting and
maintaining family gardens, domestic housework, cooking family meals, and routine errands and
shopping, are not considered to be services performed or rendered as an incident of or a contribution to
the particular business; such activities by a spouse must be disregarded in determining the allocable
income attributable to that spouse.

This rule is intended to implement Iowa Code section 422.7.
[ARC 8356B, IAB 12/2/09, effective 1/6/10; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.16(422) Income of nonresidents. Except as otherwise provided in this rule all income of
nonresidents derived from sources within Iowa is subject to Iowa income tax.

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/8356B.pdf
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Net income received by a nonresident taxpayer from a business, trade, profession, or occupation in
Iowa must be reported.

Income from the sale of property, located in Iowa, including property used in connection with the
trade, profession, business or occupation of the nonresident, is taxable to Iowa even though the sale is
consummated outside of Iowa, and provided that the property was sold before subsequent use outside of
Iowa. Any income from the property prior to its sale is also Iowa taxable income.

Income received from a trust or an estate, where the income is from Iowa sources, is taxable,
regardless of the situs of the estate or trust. Dividends received in lieu of, or in partial or full payment
of, an amount of wages or salary due for services performed in Iowa by a nonresident shall be
considered taxable Iowa income. Annuities, interest on bank deposits and interest-bearing obligations,
and dividends are not allocated to Iowa except to the extent to which they are derived from a business,
trade, profession, or occupation carried on within the state of Iowa by the nonresident.

Interest received from the sale of property, on an installment contract even though the gain from the
sale of the property is subject to Iowa taxation, is not allocable to Iowa if the property is not part of the
nonresident’s trade, profession, business or occupation. As to residents, see 701—302.14(422).

302.16(1) Nonresidents exempt from paying tax. See 701—subrules 301.5(10) and 301.5(11) for the
net income exemption amounts for nonresidents.

These provisions for reducing tax in 701—paragraphs 301.5(10)“c” and 301.5(11)“b” do not apply
to the Iowaminimum taxwhichmust be paid irrespective of the amount of Iowa income that an individual
has.

302.16(2) Compensation for personal services of nonresidents. The Iowa income of a nonresident
must include compensation for personal services rendered within the state of Iowa. The salary or other
compensation of an employee or corporate officer who performs services related to businesses located
in Iowa, or has an office in Iowa, are not subject to Iowa tax, if the services are performed while the
taxpayer is outside of Iowa. However, the salary earned while the nonresident employee or officer is
located within the state of Iowa would be subject to Iowa taxation. The Iowa taxable income of the
nonresident shall include that portion of the total compensation received from the employer for personal
services for the tax year which the total number of working days that the individual was employed within
the state of Iowa bears to the total number of working days within and without the state of Iowa.

Compensation paid by an Iowa employer for services performed wholly outside of Iowa by a
nonresident is not taxable income to the state of Iowa. However, all services performed within Iowa,
either part-time or full-time, would be taxable to the nonresident and must be reported to this state.

Compensation received from the United States Government by a nonresident member of the armed
forces is explained in 701—302.5(422).

Income from commissions earned by a nonresident traveling salesperson, agent or other employee for
services performed or sales made and whose compensation depends directly on the volume of business
transacted by the nonresident will include that proportion of the compensation receivedwhich the volume
of business transacted by the employee within the state of Iowa bears to the total volume of business
transacted by the employee within and without the state. Allowable deductions will be apportioned on
the same basis. However, where separate accounting records are maintained by a nonresident or the
employer of the business transacted in Iowa, then the amount of Iowa compensation can be reported
based upon separate accounting.

Nonresident actors, singers, performers, entertainers, wrestlers, boxers (and similar performers),
must include as Iowa income the gross amount received for performances within this state.

Nonresident attorneys, physicians, engineers, architects (and other similar professions), even
though not regularly employed in this state, must include as Iowa income the entire amount of fees or
compensation received for services performed in this state.

If nonresidents are employed in this state at intervals throughout the year, as would be the case if
employed in operating trains, planes, motor buses, or trucks and similar modes of transportation, between
this state and other states and foreign countries, and who are paid on a daily, weekly or monthly basis, the
gross income from sources within this state is that portion of the total compensation for personal services
which the total number of working days employed within the state bears to the total number of working
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days both within and without the state. If paid on a mileage basis, the gross income from sources within
this state is that portion of the total compensation for services which the number of miles traveled in Iowa
bears to the total number of miles traveled both within and without the state. If paid on some other basis,
the total compensation for personal services must be apportioned between this state and other states and
foreign countries in such a manner as to allocate to Iowa that portion of the total compensation which is
reasonably attributable to personal services performed in this state. Any alternative method of allocation
is subject to review and change by the director. However, pursuant to federal law, nonresidents who
earn compensation in Iowa and one or more other states for a railway company, an airline company, a
merchant marine company, or a motor carrier are only subject to the income tax laws of their state of
residence, and the compensation would not be considered gross income from sources within Iowa.

302.16(3) Income from business sources within and without the state. When income is derived from
any business, trade, profession, or occupation carried on partly within and partly without the state only
such income as is fairly and equitably attributable to that portion of the business, trade, profession, or
occupation carried on in this state, or to services rendered within the state shall be included in the gross
income of a nonresident taxpayer. In any event, the entire amount of such income both within andwithout
the state is to be shown on the nonresident’s return.

302.16(4) Apportionment of business income from business carried on both within and without the
state.

a. If a nonresident, or a partnership or trust with a nonresident member, transacts business both
within and without the state, the net income must be so apportioned as to allocate to Iowa a portion of
the income on a fair and equitable basis, in accordance with approved methods of accounting.

b. The amount of net income attributable to the manufacture or sale of tangible personal property
shall be that portion which the gross sales made within the state bears to the total gross sales. The gross
sales of tangible personal property are in the state if the property is delivered or shipped to a purchaser
within this state, regardless of the F.O.B. point or other conditions of the sale.

c. Income derived from business other than the manufacture or sale of tangible personal property
shall be attributed to Iowa in that portion which the Iowa gross receipts bear to the total gross receipts.
Gross receipts are attributable to this state in the portion which the recipient of the service receives benefit
of the service in this state.

d. If the taxpayer believes that the gross sales or gross receipts methods subjects the taxpayer to
taxation on a greater portion of net income than is reasonably attributable to the business within this
state the taxpayer may request the use of separate accounting or another alternative method which the
taxpayer believes to be proper under the circumstances. In any event, the entire income received by the
taxpayer and the basis for a special method of allocation shall be disclosed in the taxpayer’s return.

e. On or after January 1, 2016, see 701—Chapter 276 for allocation and apportionment of net
income to Iowa by an out-of-state business or out-of-state employee who enters Iowa to perform disaster
and emergency-related work during a disaster response period as those terms are defined in Iowa Code
section 29C.24.

302.16(5) Income from intangible personal property. Business income of nonresidents from rentals
or royalties for the use of, or the privilege of using in this state, patents, copyrights, secret processes and
formulas, goodwill, trademarks, franchises, and other like property is income from sources within the
state.

Income of nonresidents from intangible personal property such as shares of stock in corporations,
bonds, notes, bank deposits and other indebtedness is not taxable as income from sources within this
state except where such income is derived from a business, trade, profession, or occupation carried on
within this state by the nonresident. If a nonresident buys or sells stocks, bonds, or other such property,
so regularly, systematically and continuously as to constitute doing business in this state, the profit or
gain derived from such activity is taxable as income from a business carried on within Iowa.

Following are examples to illustrate when intangible income may or may not be subject to the
allocation provisions of Iowa Code section 422.8 and rules 701—302.15(422) and 701—304.5(422):

EXAMPLE A - An Illinois resident is a laborer at a factory in Davenport. A $50 payroll deduction is
made each week from the laborer’s paycheck to the company’s credit union. The Illinois resident will

https://www.legis.iowa.gov/docs/iac/chapter/701.276.pdf
https://www.legis.iowa.gov/docs/ico/section/2017/29C.24.pdf
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earn $600 in interest income from the Iowa credit union account in 1983. The interest income would
not be included in the net income allocated to Iowa since the interest income is not derived from the
taxpayer’s business or utilized for business purposes.

EXAMPLE B - A Nebraska resident is a self-employed plumber, who has a plumbing business in
Council Bluffs. The plumber has an interest-bearing checking account in an Iowa bank which the
plumber uses to pay bills for the plumbing business. The plumber will earn $200 in interest income
from the checking account in 1982. The plumber will have a net income of $25,000 from the plumbing
business which will be reported on the plumber’s 1982 Iowa return. The interest income earned by this
nonresident would be taxable to Iowa since it is derived from the business and is utilized in the business.

EXAMPLE C - An Illinois resident has a farm in Illinois. The Illinois resident has an account in an
Iowa savings and loan association and invests earnings from the Illinois farm in the Iowa savings and
loan account. In 1982, the Illinois farmer will earn $1,000 in interest income from the account in the
Iowa savings and loan. The interest income is not included in the net income allocable to Iowa since the
interest income is not derived from the taxpayer’s trade or business.

EXAMPLE D - An Illinois resident has Iowa farms. The Illinois resident invests the profits from the
farms in a savings account in an Iowa bank. Several times a year, the taxpayer transfers part of the funds
from the savings account to the taxpayer’s checking account to purchase machinery to be used in the
farming operations. The interest income would not be included in income allocated to Iowa since the
interest income is not derived from the taxpayer’s trade or business nor is the savings account utilized
as a business account.

EXAMPLE E - An Illinois resident is a physician, whose practice is in Iowa. The physician has a
business checking account in an Iowa bank that is used to pay the bills relating to the physician’s practice.
In the same bank, the physician has a personal savings account where all the physician’s receipts for a
given month are deposited. On the first working day of the month, funds are transferred from the savings
account to the checking account to pay the bills that have accrued during the month. The interest income
from the savings account would be included in net income allocated to Iowa since it is derived from and
utilized in the business.

EXAMPLEF -A nonresident has a farm in Iowawhich is the nonresident’s principal business, although
this person is an Illinois resident. The nonresident has an interest-bearing checking account in an Iowa
bank. This checking account is used to pay personal expenditures as well as to pay expenses incurred in
operation of the farm. In 1982, the taxpayer will earn $550 in interest from the checking account. The
interest would be included in net income allocated to Iowa since the interest is derived from the business,
generated from a business account, and utilized in the business.

Income of a nonresident beneficiary from an estate or trust, distributed or distributable to the
beneficiary out of income from intangible personal property of the estate or trust, is not income from
sources in this state and is not taxable to the nonresident beneficiary unless the property is so used by
the estate or trust as to create a business, trade, profession, or occupation in this state.

Whether or not the executor or administrator of an estate or the trustee of a trust is a resident of
this state is immaterial, insofar as the taxation of income of beneficiaries from the estate or trust are
concerned.

EXAMPLEG -A nonresident is a partner in a family investment partnership in which the other partners
are members of the same family. The other partners are residents of Iowa. The partnership invests in
mutual funds, interest-bearing securities and stocks which produce interest, dividend and capital gain
income for the partnership. The partners who are Iowa residents make occasional decisions in Iowa on
what investments should be made by the partnership. The distributive share of interest, dividend and
capital gain income reported by the nonresident would not be included in net income allocated to Iowa
since it was not derived from a business carried on within the state.

302.16(6) Distributive shares of nonresident partners. When a partnership derives income from
sources within this state as determined in 302.16(3) through 302.16(5), the nonresident members of
the partnership are taxable only upon that portion of their distributive share of the partnership income
which is derived from sources within this state.

https://www.legis.iowa.gov/docs/iac/rule/701.302.16.pdf
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302.16(7) Interest and dividends from government securities. Interest and dividends from federal
securities subject to the federal income tax under the Internal Revenue Code are not to be included in
determining the Iowa net income of a nonresident, but any interest and dividends from securities and
from securities of state and other political subdivisions exempt for federal income tax under the Internal
Revenue Code are to be included in the Iowa net income of a nonresident to the extent that same are
derived from a business, trade, profession, or occupation carried on within the state of Iowa by the
nonresident.

302.16(8) Gains or losses from sales or exchanges of real property and tangible personal property
by a nonresident of Iowa. If a nonresident realizes any gains or losses from sales or exchanges of real
property or tangible personal property within the state of Iowa, such gains or losses are subject to the
Iowa income tax and shall be reported to this state by the nonresident. Gains or losses attributable to
Iowa will be determined as follows:

1. Gains or losses from sales or exchanges of real property located in this state are allocable to
this state.

2. Capital gains and losses from sales or exchanges of tangible personal property are allocable to
this state if the property had a situs in this state at the time of the sale.

In determining whether a short-term or long-term capital gain or a capital loss is involved in a sale
or exchange, and determining the amount of a gain from the sale of real or tangible property in Iowa, the
provisions of the Internal Revenue Code are to be followed.

302.16(9) Capital gains or losses from sales or exchanges of ownership interests in Iowa business
entities by nonresidents of Iowa. Nonresidents of Iowa who sell or exchange ownership interests in
various Iowa business entities will be subject to Iowa income tax on capital gains and capital losses
from those transactions for different entities as described in the following paragraphs:

a. Capital gains from sales or exchanges of stock in C corporations and S corporations. When
a nonresident of Iowa sells or exchanges stock in a C corporation or an S corporation, that shareholder
is selling or exchanging the stock, which is intangible personal property. The capital gain received by
a nonresident of Iowa from the sale or exchange of capital stock of a C corporation or an S corporation
is taxable to the state of the personal domicile or residence of the owner of the capital stock unless the
stock attains an independent business situs apart from the personal domicile of the individual who sold
the capital stock. The stock may acquire an independent business situs in Iowa if the stock had been used
as an integral part of some business activity occurring in Iowa in the year in which the sale or exchange
of the stock had taken place. Whether the stock has attained an independent business status is determined
on a factual basis.

For example, a situation in which capital stock owned by a nonresident of Iowa was used as collateral
to secure a loan to remodel a retail store in Iowa, regardless of the ownership of the store, would meet
the test for the stock being used as an integral part of some business activity in Iowa.

Assuming that the gain from the sale or exchange of stock is attributable to Iowa, the next step is
to determine how much of the gain is attributable to Iowa. This is computed on the basis of the Iowa
allocation and apportionment rules applicable to the separate business the stock has become an integral
part of for the year in which the sale or exchange occurred. For example, if the business was subject to
Iowa income tax on 40 percent of its income in the year of the sale or exchange, then 40 percent of the
capital gain would be attributable or taxable by Iowa.

However, the fact that the gain from the sale or exchange of stock is taxable or partially taxable
to Iowa does not mean that the dividends received by the nonresident in the year of sale are taxable to
Iowa. Dividends from stock used in an Iowa specific business activity would not be taxable to Iowa
except under special circumstances. An illustration of these special circumstances would be when the
dividends are from capital stock from a business where the purchase and sale of stock constitute a regular
business in Iowa. In this situation the dividends would be taxable to Iowa. See subrule 302.16(5).

b. Capital gains from sales or exchanges of interests in partnerships. When a nonresident of
Iowa sells or exchanges the individual’s interest in a partnership, the nonresident is actually selling an
intangible since the partnership can continue without the nonresident partner and the assets used by the
partnership are legally owned by the partnership and an individual retains only an equitable interest in

https://www.legis.iowa.gov/docs/iac/rule/701.302.16.pdf
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the assets of the partnership by virtue of the partner’s ownership interest in the partnership. However,
because of the unique attributes of partnerships, the owner’s interest in a partnership is considered to
be localized or “sourced” at the situs of the partnership’s activities as a matter of law. Arizona Tractor
Co. v. Arizona State Tax Com’n., 566 P.2d 1348, 1350 (Ariz. App. 1997); Iowa Code chapter 486 (unique
attributes of a partnership defined). Therefore, if a partnership conducts all of its business in Iowa, 100
percent of the gain on the sale or exchange of a partnership interest would be attributable to Iowa. On
the other hand, if the partnership conducts 100 percent of its business outside of Iowa, none of the gain
would be attributable to Iowa for purposes of the Iowa income tax. In the situation where a partnership
conducts business both in and out of Iowa, the capital gain from the sale or exchange of an interest in the
partnership would be allocated or apportioned in and out of Iowa based upon the partnership’s activities
in and out of Iowa in the year of the sale or exchange.

Note that if a partnership is a publicly traded partnership and is taxed as a corporation for federal
income tax purposes, any capital gains realized on the sale or exchange of a nonresident partner’s interest
in the partnership will receive the same tax treatment as the capital gain from the sale or exchange of an
interest in a C corporation or an S corporation as specified in paragraph “a” of this subrule.

c. Capital gains from sales or exchanges of sole proprietorships. When a nonresident sells
or exchanges the individual’s interest in a sole proprietorship, the nonresident is actually selling or
exchanging tangible and intangible personal property used in this business because the sole proprietor
is the legal and equitable owner of all such assets. Therefore, the general source or situs rules governing
the gain from the sale or exchange of tangible property and intangible property by a nonresident
individual control. Thus, if the sole proprietorship is located in Iowa, the gain from the sale or exchange
of the proprietorship by a nonresident would be taxable to Iowa.

d. Capital gains from sales or exchanges of interests in limited liability companies. Limited
liability companies are hybrid business entities containing elements of both a partnership and a
corporation. If a limited liability company properly elected to file or would have been required to file a
federal partnership tax return, a capital gain from the sale or exchange of an ownership interest in the
limited liability company by a nonresident member of the company would be taxable to Iowa to the same
extent as if the individual were selling a similar interest in a partnership as described in paragraph “b”
of this subrule. However, if the limited liability company properly elected or would have been required
to file a federal corporation tax return, a nonresident member who sells or exchanges an ownership
interest in the limited liability company would be treated the same as if the nonresident were selling a
similar interest in a C corporation or an S corporation as described in paragraph “a” of this subrule.

e. Taxation of corporate liquidations. As a matter of Iowa law, the proceeds from corporate
liquidating distributions are not considered to be the proceeds from the sale or exchange of corporate
stock. Rather, such proceeds represent the transfer back to the shareholder of that shareholder’s pro-rata
share of the actual assets of the corporation in which each shareholder held only an equitable ownership
interest prior to the dissolution. Lynch v. State Board of Assessment and Review, 228 Iowa 1000,
1003-1004, 291 N.W. 161 (1940). The amount of such gain is calculated by subtracting the distribution
realized from the shareholder’s basis in the stock. Id. Thus, any gain realized by the shareholder upon
such distribution is considered a capital gain from a sale or exchange of the assets by the shareholder for
purposes of sourcing the shareholder’s liquidating distribution gain. Consequently, the gain, whether
it is from a distribution of cash or other property, is controlled by the general source or situs rules in
subrule 302.16(8) governing the taxation of the sale or exchange of tangible personal property by a
nonresident and subrule 302.16(10) governing the sale or exchange of intangible personal property by a
nonresident.

f. Capital losses realized by a nonresident of Iowa from the sale or exchange of an ownership
interest in an Iowa business entity. In a situation where a nonresident of Iowa sells the ownership interest
in an Iowa business entity and has a capital loss from the transaction, the nonresident can claim the loss
on the Iowa income tax return under the same circumstances that a capital gain would have been reported
as described in paragraphs “a” through “e” of this subrule. The federal income tax provisions for netting
Iowa source capital gains and losses are applicable as well as the federal provisions for limiting the net
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capital loss in the tax year to $3,000, with the carryover of the portion of net capital losses that exceed
$3,000.

302.16(10) Capital gains and losses from sales or exchanges of intangible personal property other
than ownership interests in business entities. Capital gains and losses realized by a nonresident of Iowa
from the sale or exchange of intangible personal property (other than interests in business entities)
are taxable to Iowa if the intangible property was an integral part of some business activity occurring
regularly in Iowa prior to the sale or exchange. In the case of an intangible asset which was an integral
part of a business activity of a business entity occurring regularly within and without Iowa, a capital
gain or loss from the sale or exchange of the intangible asset by a nonresident of Iowa would be reported
to Iowa in the ratio of the Iowa business activity to the total business activity for the year of the sale.

This rule is intended to implement Iowa Code sections 422.5, 422.7, and 422.8.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; ARC 8702B, IAB 4/21/10, effective 5/26/10; ARC 9103B, IAB 9/22/10, effective
10/27/10; ARC 3085C, IAB 5/24/17, effective 6/28/17; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement
10/18/23]

701—302.17(422) Income of part-year residents. A taxpayer who was a resident of Iowa for only a
portion of the taxable year is subject to the following rules of taxation:

1. For that portion of the taxable year for which the taxpayer was a nonresident, the taxpayer shall
allocate to Iowa only the income derived from sources within Iowa.

2. For that portion of the taxable year for which the taxpayer was an Iowa resident, the taxpayer
shall allocate to Iowa all income earned or received whether from sources within or without Iowa.

A taxpayer moving into Iowa may adjust the Iowa-source gross income on Schedule IA 126 by the
amount of the moving expense to the extent allowed by Section 217 of the Internal Revenue Code. Any
reimbursement of moving expense shall be included in Iowa-source gross income. A taxpayer moving
from Iowa to another state or country may not adjust the Iowa-source gross income by the amount of
moving expense, nor should any reimbursement of moving expense be allocated to Iowa.

This rule is intended to implement Iowa Code sections 422.5, 422.7, and 422.8.
[Editorial change: IAC Supplement 11/2/22]

701—302.18(422) Net operating loss carrybacks and carryovers. Net operating losses shall be
allowed or allowable for Iowa individual income tax purposes and will be computed using a method
similar to the method used to compute losses allowed or allowable for federal income tax purposes.
In determining the applicable amount of Iowa loss carrybacks and carryovers, the adjustments to net
income set forth in Iowa Code section 422.7 and the deductions from net income set forth in Iowa Code
section 422.9 must be considered.

302.18(1) Treatment of federal income taxes.
a. Refund of federal income taxes due to net operating loss carrybacks or carryovers shall be

reflected in the following manner:
(1) Accrual basis taxpayers shall accrue refunds of federal income taxes to the year in which the

net operating loss occurs.
(2) Cash basis taxpayers shall reflect refunds of federal income taxes in the return for the year in

which the refunds are received.
(3) Refunds reported in the year in which the net operating loss occurs which contain both

business and nonbusiness components shall be analyzed and separated accordingly. The amount of
refund attributable to business income shall be that amount of federal taxes paid on business income
which are being refunded.

b. Federal income taxes paid in the year of the loss which contain both business and nonbusiness
components shall be analyzed and separated accordingly. Federal income taxes paid in the year of the
loss shall be reflected as a deduction to business income to the extent that the federal income tax was
the result of the taxpayer’s trade or business. Federal income taxes paid which are not attributable to

https://www.legis.iowa.gov/docs/ico/section/422.5.pdf
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a taxpayer’s trade or business shall also be allowed as a deduction but will be limited to the amount of
gross income which is not derived from a trade or business.

302.18(2) Nonresidents doing business within and without Iowa. If a nonresident does business both
within and without Iowa, the nonresident shall make adjustments reflecting the apportionment of the
operating loss on the basis of business done within and without the state of Iowa, according to rule
701—302.16(422). The apportioned income or loss shall be added or deducted, as the case may be, to
any amount of other income attributable to Iowa for that year.

302.18(3) Loss carryback and carryforward. The net operating loss attributable to Iowa as
determined in rule 701—302.18(422) shall be subject to the federal 2-year carryback and 20-year
carryover provisions if the net operating loss was for a tax year beginning after August 5, 1997, or
subject to the federal 3-year carryback and the 15-year carryforward provisions if the net operating loss
was for a tax year beginning prior to August 6, 1997. However, in the case of a casualty or theft loss
for an individual taxpayer or for a net operating loss in a presidentially declared disaster area incurred
by a taxpayer engaged in a small business or in the trade or business of farming, the net operating loss
is to be carried back 3 taxable years and forward 20 taxable years if the loss is for a tax year beginning
after August 5, 1997. The net operating loss or casualty or theft loss shall be carried back or over to the
applicable year as a reduction or part of a reduction of the taxable income attributable to Iowa for that
year. However, a net operating loss shall not be carried back to a year in which the taxpayer was not
doing business in Iowa. If the election under Section 172(b)(3) of the Internal Revenue Code is made,
the Iowa net operating loss shall be carried forward 20 taxable years if the net operating loss is for a
tax year beginning after August 5, 1997, or the net operating loss shall be carried forward 15 taxable
years if the loss is for a tax year beginning before August 6, 1997. A copy of the federal election made
under Section 172(b)(3) of the Internal Revenue Code must be attached to the Iowa individual return
filed with the department.

302.18(4) Loss not applicable. No part of a net loss for a year for which an individual was not subject
to the imposition of Iowa individual income tax shall be included in the Iowa net operating loss deduction
applicable to any year prior to or subsequent to the year of the loss.

302.18(5) Special adjustments applicable to net operating losses. Section 172(d) of the Internal
Revenue Code provides for certain modifications when computing a net operating loss. These
modifications refer to, but are not limited to, such things as considerations of other net operating loss
deductions, treatment of capital gains and losses, and the limitation of nonbusiness deductions. Where
applicable, the modifications set forth in Section 172 of the Internal Revenue Code shall be considered
when computing the net operating loss carryover or carryback for Iowa income tax purposes.

302.18(6) Distinguishing business or nonbusiness items. In computing a net operating loss,
nonbusiness deductions may be claimed only to the extent of nonbusiness income. Therefore, it
is necessary to distinguish between business and nonbusiness income and expenses. For Iowa net
operating loss purposes, an item will retain the same business or nonbusiness identity which would be
applicable for federal income tax purposes.

302.18(7) Examples. The computation of a net operating loss deduction for Iowa income tax
purposes is illustrated in the following examples:

a. Individual A had the following items of income for the taxable year:

https://www.legis.iowa.gov/docs/iac/rule/701.302.16.pdf
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Gross income from retail sales business $125,000
Interest income from federal securities 2,000
Salary from part-time job 12,500

Individual A’s federal return showed the following deductions:
Business deductions (retail sales) $150,000
Itemized (nonbusiness) deductions:

Interest $400
Real estate tax 600
Iowa income tax 800 $ 1,800

Individual A paid $3,000 federal income tax during the year which consisted of $2,500 federal
withholding (business) and a $500 payment (nonbusiness) which was for the balance of the prior year’s
federal tax liability.

The federal computations are as follows:

Per Return Computed NOL
Income:

Retail Sales $125,000 $125,000
Interest income-federal securities 2,000 2,000
Salary 12,500 12,500

Subtotal $139,500 $139,500

Deductions:
Business $150,000 $150,000
Itemized deductions 1,800 1,800

(Loss) per federal ($ 12,300)
Computed net operating loss ($ 12,300)

Since the nonbusiness deductions do not exceed the nonbusiness income, the loss per the federal
return and the computed net operating loss are the same.

The Iowa computations are as follows:

Per Return Computed NOL
Income:

Retail sales $125,000 $125,000
Salary 12,500 12,500

Subtotal $137,500 $137,500

Deductions:
Business $150,000 $150,000
Federal tax deductions 3,000 2,500
Itemized deductions 1,000 -

(Loss) per return ($ 16,500)
Computed Iowa NOL ($ 15,000)
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NOTE: Itemized (nonbusiness deductions) are eliminated due to the lack of nonbusiness income. The
only nonbusiness income, interest from federal securities, is not taxable for Iowa income tax purposes
under Iowa Code section 422.7. The only federal tax deduction allowable is that related to business
activity.

b. Individual B had the following items of income for the taxable year:

Gross income from restaurant business $300,000
Wages 12,000
Business long-term capital gain @100% 1,000
Municipal bond interest (nonbusiness) 1,000
Federal tax refund of prior year taxes 500
Iowa tax refund of prior year taxes 100

Individual B’s federal return showed the following deductions:
Business deductions from restaurant $333,000
Itemized deductions:

Interest (nonbusiness) $590
Real estate tax (nonbusiness) 780
Iowa income tax* 520
Alimony (nonbusiness) 600
Union dues (business) 100 2,590

*Iowa estimated payments totaled $220 of which $70 related to nonbusiness income and $150 related
to business capital gains and business profits. $300 in Iowa tax was withheld from his wages.

Individual B paid $2,000 in federal income taxes during the tax year. $1,500 of this amount was
withholding on wages and $500 was a federal estimated payment based on capital gains and projected
business profits.

In the previous year 75 percent of B’s income was from business sources and 25 percent was from
nonbusiness sources.

The federal computations are as follows:

Per Return Computed NOL
Income:

Retail sales $300,000 $300,000
Wages 12,000 12,000
Capital gains 500(a) 1,000(a)
Iowa refund 100 100

Subtotal $312,600 $313,100

Deductions:
Business $333,000 $333,000
Itemized deductions 2,590 575(b)

(Loss) per federal ($ 22,990)
Computed net operating loss ($ 20,475)

(a) Capital gains are reduced by 50 percent in computing adjusted gross income, but must be reported in
full in computing a net operating loss.

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
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(b) Itemized deductions are limited to business deductions consisting of $100 for union dues, $450 for
Iowa tax on business income, and nonbusiness deductions to the extent of nonbusiness incomewhich
amounts to $25. The only nonbusiness income is 25 percent of the $100 Iowa refund.

The Iowa computations are as follows:

Per Return Computed NOL
Income:

Retail sales $300,000 $300,000
Wages 12,000 12,000
Capital gains 500 1,000
Municipal bond interest 1,000 1,000
Federal refund 500 500
Subtotal $314,000 $314,500

Deductions:
Business $333,000 $333,000
Federal tax 2,000 2,000
Itemized deductions 2,070(c) 1,225(d)

(Loss) per return ($ 23,070)
Computed Iowa NOL ($ 21,725)

(c) Iowa income tax is not an itemized deduction for Iowa income tax purposes.
(d) Itemized deductions are limited to business deductions of $100 for union dues and nonbusiness

deductions to the extent of nonbusiness income of $1,125. Nonbusiness income includes $1,000
of municipal bond interest and 25 percent ($125) of the federal tax refund.
302.18(8) Net operating losses for nonresidents and part-year residents for tax years beginning on

or after January 1, 1982. For tax years beginning on or after January 1, 1982, nonresidents and part-year
residents may carryback/carryforward only those net operating losses from Iowa sources. Nonresidents
and part-year residents may not carryback/carryforward net operating losses which are from all sources.

Before the Iowa net operating loss of a nonresident or part-year resident is available for
carryback/carryforward to another tax year, the loss must be decreased or increased by a number of
possible adjustments depending on which adjustments are applicable to the taxpayer for the year of the
loss. Iowa Net Operating Loss (NOL) Worksheet (41-123) may be used to make the adjustments to the
net operating loss and compute the net operating loss deduction available for carryback/carryforward.

If the net operating loss was increased by an adjustment for an individual retirement account or
H.R.10 retirement plan, the net operating loss should be decreased by the amount of the adjustment.
The net operating loss should also be decreased by the amount of any capital loss or by the capital gain
deduction to the extent the capital loss or capital gain deduction was from the sale or exchange of an
asset from an Iowa source.

In a situation where the nonresident or part-year resident taxpayer received a federal income tax
refund in the year of the NOL, the refund should reduce the loss in the ratio of the Iowa source income
to the all source income for the tax year in which the refund was generated.

The net operating loss should be increased by any federal income tax paid in the loss year for a prior
year in the ratio of the Iowa income for the prior year to the all source income for the prior year. Federal
income tax withheld from wages or other compensation received in the loss year may be used to increase
the Iowa net operating loss to the extent the tax is withheld from wages or other compensation earned in
Iowa.

Federal estimate tax payments would be allocated to Iowa and increase the net operating loss on
the basis of the Iowa income not subject to withholding to total income not subject to withholding. In
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any case where this method of allocation of federal estimate payments to Iowa is not considered to
be equitable, the taxpayer may allocate the payments using another method as long as this method is
disclosed on the taxpayer’s Iowa individual income tax return for the year of the loss. However, the
burden of proof is on the taxpayer to show that an alternate method of allocation is equitable.

Nonbusiness deductions included in the itemized deductions paid during the year of the net operating
loss may be used to increase the NOL to the extent of nonbusiness income which is reported to Iowa
in computation of the net operating loss. In most instances of net operating losses for nonresidents, no
itemized deductions will be allowed in computing the net operating loss deduction. This is because most
nonresidents will have no nonbusiness income reported to Iowa. Business deductions included in the
federal itemized deductions may be used to increase the net operating loss deduction to the extent the
deductions pertain to a business, trade, occupation or profession conducted in Iowa.

EXAMPLE A. A nonresident taxpayer had the following all source income and Iowa source income
for 1982:

Category All Source Income Iowa Source Income

Wages $20,000 $20,000
Interest 5,000 0
Rental income 5,000 5,000
Business loss (50,000) (10,000)
Iowa net income (loss) ($20,000) $15,000

The nonresident taxpayer did not have an Iowa net operating loss available for carryback/carryforward
for Iowa income tax purposes because the taxpayer’s Iowa source income was not negative. The
taxpayer’s all source loss of ($20,000) does not qualify for carryback/carryforward on the Iowa return.
However, since the taxpayer’s all source income is negative, the taxpayer will not have an Iowa income
tax liability for the year of the all source loss.

EXAMPLE B. A nonresident taxpayer received a federal refund of $1,000 in 1983. The refund was
from the taxpayer’s 1981 federal return where the taxpayer’s Iowa income was 20% of the total income.
$2,000 of federal income tax was withheld from the taxpayer’s Iowa wages in 1982. The taxpayer had
$10,000 in itemized deductions in 1982. However, the taxpayer had no Iowa nonbusiness income in
1982. In addition, no Iowa business deductions were included in the itemized deductions available on
the federal return. The individual had the following all source income and Iowa source income in 1982:

Category All Source Income Iowa Source Income

Wages $60,000 $10,000
Interest 3,000 0
Rental income 5,000 5,000
Farm income loss (30,000) (30,000)
Capital gain 2,000 2,000
Total incomes $40,000 ($13,000)

The taxpayer’s Iowa source loss of ($13,000) was decreased by $200 of the federal refund since 20%
of the refund was considered to be from Iowa income. The loss was decreased by $3,000 which was
the capital gain deduction of the Iowa source asset sold in 1982. The loss was increased by the federal
income tax withheld of $2,000 from Iowa wages. Because there is no Iowa source nonbusiness income
nor Iowa source business deductions, the taxpayer’s itemized deductions will not affect the net operating
loss deduction.

Shown below is a recap of the net operating loss deduction for the nonresident taxpayer.
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Iowa source net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ($13,000)
Iowa portion of federal refund . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200
Federal tax withheld on Iowa wages. . . . . . . . . . . . . . . . . . . . . . . . (2,000)
Capital gain deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,000

Total ($11,800)

The taxpayer’s net operating loss deduction available for carryback/carryforward to another tax year is
($11,800).

After all adjustments are made to the Iowa net operating loss to compute the net operating
loss deduction available for carryback/carryforward, the NOL deduction is applied to the
carryback/carryforward tax year as described in paragraph “a” and paragraph “b” below:

a. Application of net operating losses to tax years beginning prior to January 1, 1982. In cases
where a net operating loss deduction for a nonresident or part-year resident for a tax year beginning on
or after January 1, 1982, is applied to a tax year beginning prior to January 1, 1982, the net operating loss
deduction is applied to the taxable income for the carryback/carryforward year unless the NOL deduction
is greater than the taxable income. If the NOL deduction is greater than the taxable income, the taxable
income is increased by any Iowa source capital loss or any Iowa source capital gain deduction before the
NOL deduction is applied against the taxable income.

EXAMPLE 1. A nonresident taxpayer has an Iowa net operating loss deduction of ($15,000) from the
taxpayer’s 1982 Iowa return. The taxpayer is carrying the NOL deduction back to 1979 where taxpayer’s
Iowa taxable income was $14,000. The taxpayer had a net capital loss of $3,000 in 1979. Because
the taxpayer’s 1979 taxable income of $14,000 was $1,000 less than the NOL deduction, the taxable
income was increased by $1,000 of the net capital loss so there would be no carryover of the NOL to
1980. However, since the NOL deduction erased all the taxable income for 1979, the taxpayer would be
granted a refund of all the Iowa income tax paid for the carryback year of 1979, plus applicable interest.

b. Application of net operating losses to tax years beginning on or after January 1, 1982. In
situations where a net operating loss of a nonresident or part-year resident for a tax year beginning on or
after January 1, 1982, is carried back/carried forward for application to a tax year beginning on or after
January 1, 1982, the net operating loss deduction is applied to the Iowa source income of the taxpayer
for the carryback/carryforward year. The Iowa source income is the income on line 25 of Section B of
Schedule IA-126 for the 1982 and 1983 Iowa returns and line 26 of Section B of Schedule IA-126 for
the 1984 Iowa return and the incomes on similar corresponding lines of Section B of Schedule IA-126
for tax years after 1984. In situations where the net operating loss deductions are larger than the Iowa
source incomes, the Iowa source incomes are increased by any Iowa source capital gains or capital losses
that are applicable, not to exceed the NOL deduction.

The Iowa source net income after reduction by the NOL deduction is divided by the all source
income for the taxpayer. The resulting percentage is the adjusted Iowa income percentage. This
percentage is subtracted from 100 percent to arrive at the revised nonresident/part-year resident credit
for the taxpayer. The taxpayer’s overpayment as a result of the net operating loss is the amount by which
the revised nonresident/part-year credit exceeds the nonresident/part-year credit prior to application of
the net operating loss deduction.

EXAMPLE 1. A nonresident taxpayer had a net operating loss deduction of $11,800 for the 1996 tax
year. When the 1996 Iowa return was filed, the taxpayer elected to carry the loss forward to the 1997 tax
year. The taxpayer’s all source net income and Iowa source net income for 1997 were as shown below.
The net operating loss carryforward from 1996 is deducted only from the Iowa source income for 1997:
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Category All Source Income Iowa Source Income

Wages $ 60,000 $ 20,000
Interest 3,000 0
Rental income 10,000 3,000
Farm income 25,000 25,000
Capital gain 2,000 2,000
Net operating loss

carryforward — (11,800)
Iowa net income $100,000 $ 38,200

The Iowa source income of $38,200 after reduction by the NOL carryforward is divided by the all source
income of $100,000 which results in an Iowa income percentage of 38.2. This percentage is subtracted
from 100 percent to arrive at the nonresident/part-year resident credit percentage of 61.8. When the tax
after credit amount of $7,364 is multiplied by the nonresident/part-year credit percentage of 61.8, this
results in a credit of $4,551. This credit is $869 greater than the nonresident/part-year credit of $3,682
would have been for 1997 without application of the net operating loss deduction which was carried
forward from 1996.

302.18(9) Net operating loss carryback for a taxpayer engaged in the business of
farming. Notwithstanding the net operating loss carryback periods described in subrule 302.18(3), a
taxpayer who is engaged in the trade or business of farming as defined in Section 263A(e)(4) of the
Internal Revenue Code and has a loss from farming as defined in Section 172(b)(1)(F) of the Internal
Revenue Code for a tax year beginning on or after January 1, 1998, this loss from farming is a net
operating loss which the taxpayer may carry back five taxable years prior to the year of the loss.
Therefore, if a taxpayer has a net operating loss from the trade or business of farming for the 1998 tax
year, the net operating loss from farming can be carried back to the taxpayer’s 1993 Iowa return and
can be applied to the income shown on that return. The farming loss is the lesser of (1) the amount
that would be the net operating loss for the tax year if only income and deductions from the farming
business were taken into account, or (2) the amount of the taxpayer’s net operating loss for the tax year.
Thus, if a taxpayer has a $10,000 loss from a grain farming business and the taxpayer had wages in the
tax year of $7,000, the taxpayer’s loss for the year is only $3,000. Therefore, the taxpayer has a net
operating loss from farming of $3,000 that may be carried back five years.

However, if a taxpayer has a net operating loss from the trade or business of farming for a taxable
year beginning in 1998 or for a taxable year after 1998 and makes a valid election for federal income tax
purposes to carry back the net operating loss two years, or three years if the loss was in a presidentially
declared disaster area or related to a casualty or theft loss, the net operating loss must be carried back two
years or three years for Iowa income tax purposes. A copy of the federal election made under Section
172(i)(3) for the two-year or three-year carryback in lieu of the five-year carryback may be attached to
the Iowa return or the amended Iowa return to show why the carryback was two years or three years
instead of five years.

This rule is intended to implement Iowa Code sections 422.5 and 422.7 and Iowa Code Supplement
section 422.9(3).
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.19(422) Casualty losses. Casualty losses may be treated in the same manner as net operating
losses and may be carried back three years and forward seven years in the event said casualty losses
exceed income in the loss year.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

https://www.legis.iowa.gov/docs/iac/rule/701.302.18.pdf
https://www.legis.iowa.gov/docs/ico/section/422.5.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.9.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
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701—302.20(422) Adjustments to prior years. When Iowa requests for refunds are filed, they shall be
allowed only if filed within three years after the tax payment upon which a refund or credit became due,
or one year after the tax payment was made, whichever time is the later. Even though a refund may be
barred by the statute of limitations, a loss shall be carried back and applied against income on a previous
year to determine the correct amount of loss carryforward.

This rule is intended to implement Iowa Code section 422.73.
[Editorial change: IAC Supplement 11/2/22]

701—302.21(422) Additional deduction for wages paid or accrued for work done in Iowa by certain
individuals. For tax years beginning on or after January 1, 1984, but before January 1, 1989, a taxpayer
who operates a business which is considered to be a small business as defined in subrule 302.21(2) is
allowed an additional deduction for 50 percent of the first 12 months of wages paid or accrued during
the tax years for work done in Iowa by employees first hired on or after January 1, 1984, or after July
1, 1984, where the taxpayer first qualifies as a small business under the expanded definition of a small
business effective July 1, 1984, and meets one of the following criteria.

A handicapped individual domiciled in this state at the time of hiring.
An individual domiciled in this state at the time of hiring who meets any of the following conditions:
1. Has been convicted of a felony in this or any other state or the District of Columbia.
2. Is on parole pursuant to Iowa Code chapter 906.
3. Is on probation pursuant to Iowa Code chapter 907 for an offense other than a simple

misdemeanor.
4. Is in a work release program pursuant to Iowa Code chapter 247A.
An individual, whether or not domiciled in this state at the time of the hiring, who is on parole or

probation and to whom the interstate probation and parole compact under Iowa Code section 913.40
applies.

For tax years beginning on or after January 1, 1989, the additional deduction for wages paid or
accrued for work done in Iowa by certain individuals is 65 percent of the wages paid for the first 12
months of employment of the individuals, not to exceed $20,000 per individual. Individuals must meet
the same criteria to qualify their employers for this deduction for tax years beginning on or after January
1, 1989, as for tax years beginning before January 1, 1989.

For tax years ending after July 1, 1990, a taxpayer who operates a business which does not qualify
as a small business specified in subrule 302.21(2) may claim an additional deduction for wages paid or
accrued for work done in Iowa by certain convicted felons provided the felons are described in the four
numbered paragraphs above and the following unnumbered paragraph and provided the felons are first
hired on or after July 1, 1990. The additional deduction is 65 percent not to exceed $20,000 for the first
12 months of wages paid for work done in Iowa.

The qualifications mentioned in subrules 302.21(1), 302.21(4), 302.21(5), and 302.21(6) and in
paragraphs 302.21(3)“f” and “g” apply to the additional deduction for work done in Iowa by a convicted
felon in situations where the taxpayer is not a small business as well as in situations where the taxpayer
is a small business.

The additional deduction applies to any individual hired on or after July 1, 2001, whether or not
domiciled in Iowa at the time of hiring, who is on parole or probation and to whom either the interstate
probation and parole compact under Iowa Code section 907A.1 or the compact for adult offenders under
Iowa Code chapter 907B applies. The amount of additional deduction for hiring this individual is equal
to 65 percent of the wages paid, but the additional deduction is not to exceed $20,000 for the first 12
months of wages paid for work done in Iowa.

302.21(1) The additional deduction shall not be allowed for wages paid to an individual who was
hired to replace an individual whose employment was terminated within the 12-month period preceding
the date of first employment. However, if the individual being replaced left employment voluntarily
without good cause attributable to the employer or if the individual was discharged for misconduct
in connection with the individual’s employment as determined by the department of workforce
development, the additional deduction shall be allowed.

https://www.legis.iowa.gov/docs/ico/section/422.73.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/ico/chapter/906.pdf
https://www.legis.iowa.gov/docs/ico/chapter/907.pdf
https://www.legis.iowa.gov/docs/ico/chapter/247A.pdf
https://www.legis.iowa.gov/docs/ico/section/913.40.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.21.pdf
https://www.legis.iowa.gov/docs/ico/section/907A.1.pdf
https://www.legis.iowa.gov/docs/ico/chapter/907B.pdf
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The determination of whether an individual left employment voluntarily without good cause
attributable to the employer or if the individual was discharged for misconduct is a factual determination
which must be made on a case-by-case basis.

302.21(2) The term “small business” means a business entity organized for profit including but not
limited to an individual proprietorship, partnership, joint venture, association or cooperative. It includes
the operation of a farm, but not the practice of a profession. The following conditions apply to a business
entity which is a small business for purposes of the additional deduction for wages:

a. The small business shall not have had more than 20 full-time equivalent employee positions
during each of the 26 consecutive weeks within the 52-week period immediately preceding the date on
which an individual for whom an additional deduction for wages is taken was hired. Full-time equivalent
position means any of the following:

1. An employment position requiring an average work week of 40 or more hours;
2. An employment position for which compensation is paid on a salaried full-time basis without

regard to hours worked; or
3. An aggregation of any number of part-time positions which equal one full-time position. For

purposes of this subrule each part-time position shall be categorized with regard to the average number
of hours worked each week as a one-quarter, half, three-quarter, or full-time position, as set forth in the
following table:

Average Number of Weekly Hours Category
More than 0 but less than 15 ¼
15 or more but less than 25 ½
25 or more but less than 35 ¾
35 or more 1 (full-time)

b. The small business shall not have more than $1 million in annual gross revenues, or after
July 1, 1984, $3 million in annual gross revenues or as the average of the three preceding tax years.
“Annual gross revenues” means total sales, before deducting returns and allowances but after deducting
corrections and trade discounts, sales taxes and excise taxes based on sales, as determined in accordance
with generally accepted accounting principles.

c. The small business shall not be an affiliate or subsidiary of a business which is dominant in its
field of operation. “Dominant in its field of operation” means having more than 20 full-time equivalent
employees and more than $1 million of annual gross revenues, or after July 1, 1984, $3 million of
annual gross revenues or as the average of the three preceding tax years. “Affiliate or subsidiary of a
business dominant in its field of operations” means a business which is at least 20 percent owned by a
business dominant in its field of operation, or by partners, officers, directors, majority stockholders, or
their equivalent, of a business dominant in that field of operation.

d. “Operation of a farm” means the cultivation of land for the production of agricultural crops,
the raising of poultry, the production of eggs, the production of milk, the production of fruit or other
horticultural crops, grazing or the production of livestock. Operation of a farm shall not include the
production of timber, forest products, nursery products, or sod and operation of a farm shall not include
a contract where a processor or distributor of farm products or supplies provides spraying, harvesting or
other farm services.

e. “The practice of a profession” means a vocation requiring specialized knowledge and
preparation including but not limited to the following: medicine and surgery, podiatry, osteopathy,
osteopathic medicine and surgery, psychology, psychiatry, chiropractic, nursing, dentistry, dental
hygiene, optometry, speech pathology, audiology, pharmacy, physical therapy, occupational therapy,
mortuary science, law, architecture, engineering and surveying, and accounting.

302.21(3) Definitions.
a. The term “handicapped person” means any person who has a physical or mental impairment

which substantially limits one or more major life activities, has a record of such impairment, or is
regarded as having such an impairment.
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The term handicapped does not include any person who is an alcoholic or drug abuser whose
current use of alcohol or drugs prevents the person from performing the duties of employment or
whose employment, by reason of current use of alcohol or drugs, would constitute a direct threat to the
property or the safety of others.

b. The term “physical or mental impairment” means any physiological disorder or condition,
cosmetic disfigurement, or anatomical loss affecting one or more of the following body systems:
neurological; musculoskeletal; special sense organs; respiratory, including speech organs;
cardiovascular; reproductive; digestive; genitourinary; hemic and lymphatic; skin and endocrine; or
any mental or psychological disorder, such as intellectual disability, organic brain syndrome, emotional
or mental illness, and specific learning disabilities.

c. The term “major life activities” means functions such as caring for one’s self, performing
manual tasks, walking, seeing, hearing, speaking, breathing, learning, and working.

d. The term “has a record of such impairment” means has a history of, or has been misclassified
as having, a mental or physical impairment that substantially limits one or more major life activities.

e. The term “is regarded as having such an impairment” means:
1. Has a physical or mental impairment that does not substantially limit major life activities but

that is perceived as constituting such a limitation;
2. Has a physical or mental impairment that substantially limits major life activities only as a result

of the attitudes of others toward such impairment; or
3. Has none of the impairments defined as physical or mental impairments, but is perceived as

having such an impairment.
f. The term “successfully completing a probationary period” includes those instances where the

employee quits without good cause attributable to the employer during the probationary period or was
discharged for misconduct during the probationary period.

g. The term “probationary period” means the period of probation for newly hired employees, if
the employer has a written probationary policy. If the employer has no written probationary policy for
newly hired employees, the probationary period shall be considered to be six months from the date of
hire.

302.21(4) If a newly hired employee has been certified as either a vocational rehabilitation referral
or an economically disadvantaged ex-convict for purposes of qualification for the work opportunity tax
credit under Section 51 of the Internal Revenue Code, that employee shall be considered to have met the
qualifications for the additional wage deduction.

A vocational rehabilitation referral is any individual certified by a state employment agency as
having a physical or mental disability which, for the individual constitutes or results in a substantial
handicap to employment. In addition, the individual must have been referred to the employer after
completion or while receiving rehabilitation services pursuant to either a state or federal approved
vocational rehabilitation program.

For all other newly hired employees, the employer has the burden of proof to show that the employees
meet the qualifications for the additional wage deduction.

302.21(5) The taxpayer shall include a schedule with the filing of its tax return showing the name,
address, social security number, date of hiring and wages paid of each employee for which the taxpayer
claims the additional deduction for wages.

302.21(6) If the employee for which an additional deduction for wages was allowed fails to
successfully complete a probationary period and the taxpayer has already filed an Iowa individual
income tax return taking the additional deduction for wages, the taxpayer shall file an amended return
adding back the additional deduction for wages. The amended return shall state the name and social
security number of the employee who failed to successfully complete a probationary period.

This rule is intended to implement 2011 Iowa Code Supplement section 422.7 as amended by 2012
Iowa Acts, Senate File 2247.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; ARC 0337C, IAB 9/19/12, effective 10/24/12; Editorial change: IAC Supplement
11/2/22; Editorial change: IAC Supplement 10/18/23]

https://www.legis.iowa.gov/docs/ico/section/2011/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7761B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0337C.pdf
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701—302.22(422) Disability income exclusion.
302.22(1) Effective for tax years beginning on or after January 1, 1984, a taxpayer who is

permanently and totally disabled and has not attained age 65 by the end of the tax year or reached
mandatory retirement age can exclude a maximum of $100 per week of payments received in lieu of
wages. In order for the payments to qualify for the exclusion, the payments must be made under a plan
providing payment of such amounts to an employee for a period during which the employee is absent
from work on account of permanent and total disability.

302.22(2) In the case of amarried couple where both spousesmeet the qualifications for the disability
exclusion, each spouse may exclude $5,200 of income received on account of disability.

302.22(3) There is a reduction in the exclusion, dollar for dollar, to the extent that a taxpayer’s federal
adjusted gross income (determined without this exclusion and without the deduction for the two-earner
married couple) exceeds $15,000. In the case of a married couple, both spouses’ incomes must be
considered for purposes of determining if the disability income exclusion is to be reduced for income that
exceeds $15,000. The taxpayers’ disability income exclusion is eliminated when the taxpayers’ federal
adjusted gross income is equal to or exceeds $20,200. The deduction of the taxpayers’ disability income
exclusion because the taxpayers’ federal adjusted gross income is greater than $15,000 is illustrated in
the following example:

A married couple is filing their 1984 Iowa return. The husband retired during the year and received
$8,000 in disability income during the 40-week period in 1984 that he was retired. The husband’s other
income in 1984 was $2,500 and the wife’s income was $7,500.

Of the $8,000 in disability payments received by the husband in the 40-week period he was retired
in 1984, only $4,000 is eligible for the exclusion. This is because the maximum amount that can be
excluded on a weekly basis as a result of the disability exclusion is $100.

However, the $4,000 that qualifies for the exclusion must be reduced to the extent that the taxpayer’s
federal adjusted gross income exceeds $15,000. In this example, the taxpayer’s federal adjusted gross
income is $18,000, which exceeds $15,000 by $3,000. Therefore, the amount eligible for exclusion of
$4,000 must be reduced by $3,000. This gives the taxpayers an exclusion of $1,000.

302.22(4) For purposes of the disability income exclusion, “permanent and total disability” means
the individual is unable to engage in any substantial gainful activity by reason of amedically determinable
physical or mental impairment which (a) can be expected to last for a continuous period of 12 months or
more or (b) can be expected to result in death. A certificate from a qualified physician must be attached
to the individual’s tax return attesting to the taxpayer’s permanent and total disability as of the date the
individual claims to have retired on disability. The certificate must include the name and address of
the physician and contain an acknowledgment that the certificate will be used by the taxpayer to claim
the exclusion. In an instance where an individual has been certified as permanently and totally disabled
by the Veterans Administration, Form 6004 may be attached to the return instead of the physician’s
certificate. Form 6004 must be signed by a physician on the VA disability rating board.

302.22(5) Mandatory retirement age is the age at which the taxpayer would have been required to
retire under the employer’s retirement program.

302.22(6) The disability income exclusion is not applicable to federal income tax for tax years
beginning after 1983. There are many revenue rulings, court cases and other provisions which were
relevant to the disability income exclusion for the tax periods when the exclusion was available on
federal returns. These provisions, court cases and revenue rulings concerning the disability income
exclusion are equally applicable to the disability income exclusion on Iowa returns for tax years
beginning on or after January 1, 1984.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.23(422) Social security benefits. For tax years beginning on or after January 1, 1984, but
before January 1, 2014, social security benefits received are taxable on the Iowa return. Although
Tier 1 railroad retirement benefits were taxed similarly as social security benefits for federal income

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
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tax purposes beginning on or after January 1, 1984, these benefits are not subject to Iowa income tax. 45
U.S.C. Section 231m prohibits taxation of railroad retirement benefits by the states.

The following subrules specify how social security benefits are taxed for Iowa individual income tax
purposes for tax years beginning on or after January 1, 1984, but prior to January 1, 1994; for tax years
beginning on or after January 1, 1994, but prior to January 1, 2007; and for tax years beginning on or
after January 1, 2007, but prior to January 1, 2014:

302.23(1) Taxation of social security benefits for tax years beginning on or after January 1, 1984,
but prior to January 1, 1994. For tax years beginning on or after January 1, 1984, but prior to January 1,
1994, social security benefits are taxable on the Iowa return to the same extent as the benefits are taxable
for federal income tax purposes. When both spouses of a married couple receive social security benefits
and file a joint federal income tax return but separate returns or separately on the combined return form,
the taxable portion of the benefits must be allocated between the spouses. The following formula should
be used to compute the amount of social security benefits to be reported by each spouse on the Iowa
return:

Total Social Security Benefit
Received by Husband (or Wife)Taxable Social Security Benefits

on the Federal Return ×
Total Social Security Benefits
Received by Both Spouses

The example shown below illustrates how taxable social security benefits are allocated between
spouses:

A married couple filed a joint federal income tax return for 1984. They filed separately on the
combined return form for Iowa income tax purposes. During the tax year the husband received $6,000
in social security benefits and the wife received $3,000 in social security benefits. $2,000 of the social
security benefits was taxable on the federal return.

The $2,000 in taxable social security benefits is allocated to the spouses on the following basis:

Husband Wife
$6,000 $3,000

$2,000 ×
$9,000

= $1,333.40 $2,000 ×
$9,000

= $666.60

In situations where taxpayers have received both social security benefits and Tier 1 railroad
retirement benefits and are taxable on a portion of those benefits, the formula which follows should be
used to determine the social security benefits to be included in net income:

Total Social Security Benefit
ReceivedTaxable Social Security Benefits

and Railroad Retirement
Benefits on Federal Return

× Total Social Security Benefits and
Railroad Retirement Benefits

Received

302.23(2) Taxation of social security benefits for tax years beginning on or after January 1, 1994,
but prior to January 1, 2007. For tax years beginning on or after January 1, 1994, but prior to January 1,
2007, although up to 85 percent of social security benefits received may be taxable for federal income tax
purposes, no more than 50 percent of social security benefits will be taxable for state individual income
tax purposes. Thus, in the case of Iowa income tax returns for 1994 through 2006, social security benefits
will be taxed as the benefits were taxed from 1984 through 1993 as described in subrule 302.23(1).

The amount of social security benefits that is subject to tax is the lesser of one-half of the annual
benefits received in the tax year or one-half of the taxpayer’s provisional income over a specified base
amount. The provisional income is the taxpayer’s modified adjusted gross income plus one-half of
the social security benefits and one-half of the railroad retirement benefits received. Although railroad
benefits are not taxable, one-half of the railroad retirement benefits receivedmay be used to determine the

https://www.legis.iowa.gov/docs/iac/rule/701.302.23.pdf
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amount of social security benefits that is taxable for state income tax purposes. Modified adjusted gross
income is the taxpayer’s federal adjusted gross income, plus interest that is tax-exempt on the federal
return, plus any of the following incomes:

1. Savings bond proceeds used to pay expenses of higher education excluded from income under
Section 135 of the Internal Revenue Code.

2. Foreign source income excluded from income under Section 911 of the Internal Revenue Code.
3. Income from Guam, American Samoa, and the Northern Mariana Islands excluded under

section 931 of the Internal Revenue Code.
4. Income from Puerto Rico excluded under Section 933 of the Internal Revenue Code.
A taxpayer’s base amount is: (a) $32,000 if married and a joint federal return was filed, (b) $0 if

married and separate federal returns were filed by the spouses and (c) $25,000 for individuals who filed
federal returns and used a filing status other than noted in (a) and (b).

The IA 1040 booklet and instructions for 1994 through 2006 will include a worksheet to compute
the amount of social security benefits that is taxable for Iowa income tax purposes. An example of the
social security worksheet follows. Similar worksheets will be used for computing the amount of social
security benefits that is taxable for years 1995 through 2006. An example of the social security worksheet
follows:

1. Enter amount(s) from box 5 of all of Form(s) SSA-1099. If a
joint return was filed, enter totals from box 5 of Form(s) SSA-1099
for both spouses. Do not include railroad retirement benefits from
RRB-1099 here. See line 3. 1.

2. Divide line 1 amount above by 2. 2.
*3. Add amounts of the following incomes from Form 1040:

wages, taxable interest income, dividend income, taxable state and local
income tax refunds, alimony, business income or loss, capital gain or
loss, capital gain distributions, other gains, taxable IRA distributions,
taxable pensions and annuities, incomes from Schedule E, farm income
or loss, unemployment compensation, other income and 1/2 of railroad
retirement benefits from RRB 1099. 3.

4. Enter amount from Form 1040, line 8b for interest that is
federally tax-exempt. 4.

5. Add lines 2, 3 and 4. 5.
6. Enter total adjustment to income from Form 1040. 6.
7. Subtract line 6 from line 5. 7.
8. Enter on line 8 one of the following amounts based on the filing

status used on Form 1040: Single, Head of Household, or Qualifying
Widow(er), enter $25,000. Married filing jointly, enter $32,000. Married
filing separately, enter $0 ($25,000 if you did not live with spouse any
time in 1994). 8.

9. Subtract line 8 from line 7. If zero or less enter 0. If line 9 is
zero, none of the social security benefits are taxable. If line 9 is more
than zero, go to line 10. 9.

10. Divide line 9 amount above by 2. 10.
11. Taxable social security benefits enter smaller of line 2 or line

10 here and on line 14 IA 1040. 11.

*If applicable, include on line 3 the following incomes excluded from federal adjusted gross income:
foreign earned income, income excluded by residents of Puerto Rico, American Samoa, and Guam and
proceeds from savings bonds used for higher education.

Married taxpayers who filed a joint federal return and are filing separate Iowa returns or separately on
the combined return form can allocate taxable social security benefits between them with the following
formula.
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Total Social Security Benefit
Received by Husband (or Wife)Taxable Social Security Benefits

From Worksheet ×
Total Social Security Benefits
Received by Both Spouses

302.23(3) Taxation of social security benefits for tax years beginning on or after January 1, 2007,
but prior to January 1, 2014. For tax years beginning on or after January 1, 2007, but prior to January 1,
2014, the amount of social security benefits subject to Iowa income tax will be computed as described
in subrule 302.23(2), but will be further reduced by the following percentages:

Calendar years 2007 and 2008 32%
Calendar year 2009 43%
Calendar year 2010 55%
Calendar year 2011 67%
Calendar year 2012 77%
Calendar year 2013 89%

The Iowa individual income tax booklet and instructions for 2007 through 2013 will include
a worksheet to compute the amount of social security benefits that is taxable for Iowa income tax
purposes. An example of the social security worksheet follows:

1. Enter amount(s) from box 5 of Form(s) SSA-1099. If a joint
return was filed, enter totals from box 5 of Form(s) SSA-1099 for both
spouses. Do not include railroad retirement benefits from RRB-1099
here. See line 3. 1.

2. Divide line 1 amount above by 2. 2.
*3. Add amounts of the following incomes from Form 1040:

wages, taxable interest income, dividend income, taxable state and local
income tax refunds, alimony, business income or loss, capital gain or
loss, capital gain distributions, other gains, taxable IRA distributions,
taxable pensions and annuities, incomes from Schedule E, farm income
or loss, unemployment compensation, other income and 1/2 of railroad
retirement benefits from RRB 1099. 3.

4. Enter amount from Form 1040, line 8b for interest that is
federally tax-exempt. 4.

5. Add lines 2, 3 and 4. 5.
6. Enter total adjustment to income from Form 1040. 6.
7. Subtract line 6 from line 5. 7.
8. Enter on line 8 one of the following amounts based on the filing

status used on Form 1040: Single, Head of Household, or Qualifying
Widow(er), enter $25,000. Married filing jointly, enter $32,000. Married
filing separately, enter $0 ($25,000 if you did not live with spouse
anytime during the year). 8.

9. Subtract line 8 from line 7. If zero or less enter 0. If line 9 is
zero, none of the social security benefits are taxable. If line 9 is more
than zero, go to line 10. 9.

10. Divide line 9 amount above by 2. 10.
11. Taxable social security benefits before phase-out exclusion.

Enter smaller of line 2 or line 10. 11.

12. Multiply line 11 by applicable exclusion percentage. 12.
13. Taxable social security benefits. Subtract line 12 from line 11. 13.

https://www.legis.iowa.gov/docs/iac/rule/701.302.23.pdf


IAC 11/1/23 Revenue[701] Ch 302, p.31

*If applicable, include on line 3 the following incomes excluded from federal adjusted gross income:
foreign earned income, income excluded by residents of Puerto Rico, American Samoa, and Guam and
proceeds from savings bonds used for higher education and employer-provided adoption benefits.

Married taxpayers who filed a joint federal return and are filing separate Iowa returns or separately on
the combined return form can allocate taxable social security benefits between them with the following
formula.

Total Social Security Benefit
Received by Spouse 1 (or Spouse 2)Taxable Social Security Benefits

From Worksheet ×
Total Social Security Benefits
Received by Both Spouses

The amount on line 12 of this worksheet is the phase-out exclusion of social security benefits which
must be included in net income in determining whether an Iowa return must be filed in accordance with
rules 701—301.1(422) and 701—301.5(422), and this amount must also be included in net income in
calculating the special tax computation in accordance with rule 701—301.15(422).

302.23(4) Taxation of social security benefits for tax years beginning on or after January 1,
2014. For tax years beginning on or after January 1, 2014, no social security benefits are taxable on
the Iowa return. However, the 100 percent phase-out exclusion of social security benefits must still be
included in net income in determining whether an Iowa return must be filed in accordance with rules
701—301.1(422) and 701—301.5(422), and the 100 percent phase-out exclusion of social security
benefits must also be included in net income in calculating the special tax computation in accordance
with rule 701—301.15(422).

This rule is intended to implement Iowa Code section 422.7 as amended by 2006 Iowa Acts, Senate
File 2408.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.24(99E) Lottery prizes. Prizes awarded under the Iowa Lottery Act are Iowa earned income.
Therefore, individuals who win lottery prizes are subject to Iowa income tax in the aggregate amount of
prizes received in the tax year, even if the individuals were not residents of Iowa at the time they received
the prizes.

This rule is intended to implement Iowa Code section 99E.19.
[Editorial change: IAC Supplement 11/2/22]

701—302.25 and 302.26 Reserved.

701—302.27(422) Incomes from distressed sales of qualifying taxpayers. For tax years beginning
on or after January 1, 1986, taxpayers with gains from sales, exchanges, or transfers of property must
exclude those gains from net income, if the gains are considered to be distressed sale transactions.

302.27(1) Qualifications that must be met for transactions to be considered distressed sales. There
are a number of qualifications that must be met before a transaction can be considered to be a distressed
sale. The transaction must involve forfeiture of an installment real estate contract, the transfer of real or
personal property securing a debt to a creditor in cancellation of that debt, or from the sale or exchange
of property as a result of actual notice of foreclosure. The following three additional qualifications need
to have been met.

a. The forfeiture, transfer, or sale or exchange was done for the purpose of establishing a positive
cash flow.

b. Immediately before the forfeiture, transfer, or sale or exchange, the taxpayer’s debt-to-asset
ratio exceeded 90 percent as computed under generally accepted accounting principles.

c. The taxpayer’s net worth at the end of the tax year was less than $75,000.
In determining the taxpayer’s debt-to-asset ratio immediately before the forfeiture, transfer, or sale

or exchange and at the end of the tax year, the taxpayer must include any asset transferred within 120

https://www.legis.iowa.gov/docs/iac/rule/701.301.1.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.301.5.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.301.15.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.301.1.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.301.5.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.301.15.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/99E.19.pdf
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days prior to the transaction or within 120 days prior to the end of the tax year without adequate and full
consideration in money or money’s worth.

Proof of forfeiture of the installment real estate contract, proof of transfer of property to a creditor in
cancellation of a debt, or a copy of the notice of foreclosure constitutes documentation of the distressed
sale and must be made a part of the return. Balance sheets showing the taxpayer’s debt-to-asset ratio
immediately before the distressed sale transaction and the taxpayer’s net worth at the end of the tax year
must also be included with the income tax return. The balance sheets supporting the debt-to-asset ratio
and the net worth must list the taxpayer’s personal assets and liabilities as well as the assets and liabilities
of the taxpayer’s farm or other business.

For purposes of this provision, in the case of married taxpayers, except in the instance when the
husband and wife live apart at all times during the tax year, the assets and liabilities of both spouses must
be considered in determining the taxpayers’ net worth or the taxpayers’ debt-to-asset ratio.

302.27(2) Losses from distressed sale transactions of qualifying taxpayers. Losses from distressed
sale transactions meeting the qualifications described above were disallowed prior to the time that
the provision for disallowing these losses was repealed in the 1990 session of the General Assembly.
Taxpayers whose Iowa income tax liabilities were increased because of disallowance of losses from
distressed sales transactions may file refund claims with the department to get refunds of the taxes paid
due to disallowance of the losses. Refund claims will be honored by the department to the extent that
the taxpayers provide verification of the distressed sale losses and the claims are filed within the statute
of limitations for refund given in Iowa Code subsection 422.73(2).

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.28 Reserved.

701—302.29(422) Intangible drilling costs. For tax years beginning on or after January 1, 1986, but
before January 1, 1987, intangible drilling and development costs which pertain to any well for the
production of oil, gas, or geothermal energy, and which are incurred after the commencement of the
installation of the production casing for the well, are not allowed as an expense in the tax year when the
costs were paid or incurred and must be added to net income. Instead of expensing the intangible drilling
and development costs which are incurred after the commencement of the installation of the production
casing for a well, the expenses must be amortized over a 26-month period, beginning in the month in
which the costs are paid or incurred if the costs were incurred for a well which is located in the United
States, the District of Columbia, and those continental shelf areas which are adjacent to United States
territorial waters and over which the United States has exclusive rights with respect to the exploration
and exploitation of natural resources as provided in Section 638 of the Internal Revenue Code.

In the case of intangible drilling and development costs which are incurred for oil or gas wells
outside the United States, those costs must be recovered over a ten-year straight-line amortization period
beginning in the year the costs are paid or incurred. However, in lieu of amortization of the costs, the
taxpayer may elect to add these costs to the basis of the property for cost depletion purposes.

For tax years beginning on or after January 1, 1987, the intangible drilling costs, which are an
addition to income subject to amortization, are the intangible drilling costs described in Section 57(a)(2)
of the Internal Revenue Code. These intangible drilling costs are an item of tax preference for federal
minimum tax purposes for tax years beginning after December 31, 1986.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.30(422) Percentage depletion. For tax years beginning on or after January 1, 1987, the
percentage depletion that is an addition to net income is the depletion described in Section 57(a)(1) of
the Internal Revenue Code only to the extent the depletion applies to an oil, gas, or geothermal well.

https://www.legis.iowa.gov/docs/ico/section/422.73.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
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This depletion is an item of tax preference for federal minimum tax purposes for tax years beginning
after December 31, 1986.

This rule is intended to implement Iowa Code section 422.7.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; Editorial change: IAC Supplement 11/2/22]

701—302.31(422) Away-from-home expenses of state legislators. For tax years beginning on or after
January 1, 1987, state legislators whose personal residences in their legislative districts are more than 50
miles from the state capitol may claim the same deductions for away-from-home expenses as are allowed
on their federal income tax returns under Section 162(h)(1)(B) of the Internal Revenue Code. These
individuals may claim deductions for meals and lodging per “legislative day” in the amount of per diem
allowance for federal employees in effect for the tax year. The portion of this per diem allowance which
is equal to the daily expense allowance authorized for state legislators in Iowa Code section 2.10 may be
claimed as an adjustment to income. The balance of the per diem allowance for federal employees must
be allocated between lodging expenses and meal expenses and is deductible as a miscellaneous itemized
deduction. However, only 50 percent of the amount attributable to meal expenses may be deducted for
tax years beginning on or after January 1, 1994.

State legislators whose personal residences in their legislative districts are 50 miles or less from the
state capitol may claim a deduction for meals and lodging of $50 per “legislative day.” However, in lieu
of either of the deduction methods previously described in this rule, any state legislator may elect to
itemize adjustments to income for amounts incurred for meals and lodging for the “legislative days” of
the state legislator.

This rule is intended to implement Iowa Code section 422.7.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; Editorial change: IAC Supplement 11/2/22]

701—302.32(422) Interest and dividends from regulated investment companies which are exempt
from federal income tax. For tax years beginning on or after January 1, 1987, interest and dividends
from regulated investment companies which are exempt from federal income tax under the Internal
Revenue Code are subject to Iowa income tax. See rule 701—302.52(422) for a discussion of the Iowa
income tax exemption of some interest and dividends from regulated investment companies that invest
in certain obligations of the state of Iowa and its political subdivisions the interest from which is exempt
from Iowa income tax. To the extent that a loss on the sale or exchange of stock in a regulated investment
company was disallowed on an individual’s federal income tax return pursuant to Section 852(b)(4)(B)
of the Internal Revenue Code because the taxpayer held the stock six months or less and because the
regulated investment company had invested in federal tax-exempt securities, the loss is allowed for
purposes of computation of net income.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.33 Reserved.

701—302.34(422) Exemption of restitution payments for persons of Japanese ancestry. For tax
years beginning on or after January 1, 1988, restitution payments authorized by P.L. 100-383 to
individuals of Japanese ancestry who were interned during World War II are exempt from Iowa income
tax to the extent the payments are included in federal adjusted gross income. P.L. 100-383 provides for
a payment of $20,000 for each qualifying individual who was alive on August 10, 1988. In cases where
the qualifying individuals have died prior to the time that the restitution payments were received, the
restitution payments received by the survivors of the interned individuals are also exempt from Iowa
income tax.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.35(422) Exemption of Agent Orange settlement proceeds received by disabled veterans
or beneficiaries of disabled veterans. For tax years beginning on or after January 1, 1989, proceeds
from settlement of a lawsuit against the manufacturer or distributor of a Vietnam herbicide received by a

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7761B.pdf
https://www.legis.iowa.gov/docs/ico/section/2.10.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7761B.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.52.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
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disabled veteran or the beneficiary of a disabled veteran for damages from exposure to the herbicide
are exempt from Iowa income tax to the extent the proceeds are included in federal adjusted gross
income. For purposes of this rule, Vietnam herbicide means a herbicide, defoliant, or other causative
agent containing a dioxin, including, but not limited to, Agent Orange used in the Vietnam conflict
beginning December 22, 1961, and ending May 7, 1975.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.36(422) Exemption of interest earned on bonds issued to finance beginning farmer
loan program. Interest earned on or after July 1, 1989, from bonds or notes issued by the agricultural
development authority to finance the beginning farmer loan program is exempt from the state income
tax.

This rule is intended to implement Iowa Code sections 175.17 and 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.37(422) Exemption of interest from bonds issued by the Iowa comprehensive
petroleum underground storage tank fund board. Interest received from bonds issued by the Iowa
comprehensive petroleum underground storage tank fund board is exempt from state individual income
tax. This is effective for interest received from these bonds on or after May 5, 1989, but before July
1, 2009.

This rule is intended to implement Iowa Code section 455G.6.
[Editorial change: IAC Supplement 11/2/22]

701—302.38(422) Capital gain deduction or exclusion for certain types of net capital
gains. Rescinded ARC 7102C, IAB 10/18/23, effective 11/22/23.

701—302.39(422) Exemption of interest from bonds or notes issued to fund the 911 emergency
telephone system. Interest received on or after May 4, 1990, from bonds or notes issued by the Iowa
finance authority to fund the 911 emergency telephone system is exempt from the state income tax.

This rule is intended to implement Iowa Code sections 422.7 and 477B.20.
[ARC 4309C, IAB 2/13/19, effective 3/20/19; Editorial change: IAC Supplement 11/2/22]

701—302.40(422) Exemption of active-duty military pay of national guard personnel and armed
forces reserve personnel received for services related to operation desert shield. For tax years ending
on or after August 2, 1990, military pay received by persons in the national guard and persons in the
armed forces military reserve is exempt from state income tax to the extent the military pay is not
otherwise excluded from taxation and the military pay is for active-duty military service on or after
August 2, 1990, pursuant to military orders related to Operation Desert Shield. The exemption applies
to individuals called to active duty in Iowa to replace other persons who were in military units who
were called to serve on active duty outside Iowa provided the military orders specify that the active duty
assignment in Iowa pertains to Operation Desert Shield.

Persons filing original returns or amended returns on Form IA 1040X for tax years where the exempt
income was received should print the notation, “Operation Desert Shield” at the top of the original return
form or amended return form. A copy of the military orders showing the person was called to active duty
and was called in support of Operation Desert Shield should be attached to the original return form or
amended return form to support the exemption of the active duty military pay.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.41(422) Capital gain exclusion for elected employee-owned stock in a qualified
corporation.

302.41(1) In general. Employee-owners may make a single, irrevocable lifetime election to
exclude from net income the net capital gain from the sale or exchange of capital stock from a qualified
corporation at the following rates:

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/175.17.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/455G.6.pdf
https://www.legis.iowa.gov/docs/aco/bulletin/10-18-2023.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/477B.20.pdf
https://www.legis.iowa.gov/docs/aco/arc/4309C.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
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a. For tax years beginning in the 2023 calendar year, 33 percent.
b. For tax years beginning in the 2024 calendar year, 66 percent.
c. For tax years beginning on or after January 1, 2025, 100 percent.
302.41(2) Definitions. Unless otherwise indicated in this rule or required by the context, all words

and phrases used in this rule that are defined under Iowa Code section 422.7(43) shall have the same
meaning as provided to them under that Iowa Code section.

302.41(3) Qualifying for the exclusion. For the employee-owner’s sale or exchange to qualify for
the exclusion in this rule, the capital stock must be acquired by the employee-owner while employed and
on account of employment with a qualified corporation.

a. While employed. The capital stock must have been acquired while the employee-owner was
employed by the qualifying corporation. Capital stock received as compensation is acquired by the
employee-owner while employed. Capital stock acquired from a stock right, stock warrant, or stock
option is only acquired by the employee-owner while employed if such right, warrant, or option is
exercised while the employee-owner is employed by the qualifying corporation.

b. On account of employment. For capital stock to have been acquired on account of employment,
the employee-owner must have acquired the capital stock in a manner only available to employees of
the qualified corporation. Capital stock acquired at formation in exchange for capital contribution is not
acquired on account of employment.

c. Holding period. To qualify for the exclusion, the employee-owner must own the capital
stock for at least ten cumulative years. If the employee-owner owns any capital stock in the qualified
corporation for at least ten cumulative years, then every share of the employee-owner’s capital stock
in that qualified corporation is considered to meet the holding period requirement. For stock rights,
stock warrants, or stock options, the holding period does not begin until the right, warrant, or option
is exercised.

302.41(4) Electing capital stock for exclusion.
a. General rule. The employee-owner shall make the election to exclude capital gain from

the sale of capital stock of a qualified corporation on a form prescribed by the department with the
employee-owner’s original Iowa income tax return for the tax year in which the election is made. The
form shall be available on the department’s website. To qualify for the exclusion, the employee-owner
must include all information required by the form.

b. Election when sale or exchange takes place over multiple transactions. The election applies to
all subsequent sales or exchanges of capital stock of the same qualified corporation of which the initial
election was made, within 15 years of the date the election was made. The employee-owner shall include
the form prescribed by the department with the employee-owner’s Iowa income tax return when claiming
the exclusion for a subsequent sale or exchange.

c. The election can only be made once. An employee-owner may only make one lifetime election
to exclude the qualifying capital stock of a single qualifying corporation under this rule. The election is
irrevocable once made.

302.41(5) Election by a party other than the employee-owner.
a. Election upon death of the employee-owner. If the employee-owner dies after having sold or

exchanged qualifying capital stock without having made an election, the surviving spouse or, if there is
no surviving spouse, the personal representative of the employee-owner’s estate may make a qualifying
election in the manner described in subrule 302.41(4) for the tax year in which the employee-owner died.

b. Inter vivos transfer of qualifying capital stock. After the election described in this rule has been
made, the election applies to capital stock transferred from the employee-owner to the employee-owner’s
spouse as an inter vivos gift or to an inter vivos trust primarily for the benefit of the employee-owner’s
spouse. Capital stock transferred through a will or testamentary trust does not qualify for this exclusion.
The election only applies if the spouse was married to the employee-owner on the date of the sale or
exchange or the date of death of the employee-owner.

This rule is intended to implement Iowa Code section 422.7.
[ARC 7103C, IAB 11/1/23, effective 12/6/23]

https://www.legis.iowa.gov/docs/ico/section/2023/422.7.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.41.pdf
https://www.legis.iowa.gov/docs/ico/section/2023/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7103C.pdf


Ch 302, p.36 Revenue[701] IAC 11/1/23

701—302.42(422) Depreciation of speculative shell buildings.
302.42(1) For tax years beginning on or after January 1, 1992, speculative shell buildings

constructed or reconstructed after that date may be depreciated as 15-year property under the accelerated
cost recovery system of the Internal Revenue Code. If the taxpayer has deducted depreciation on the
speculative shell building on the taxpayer’s federal income tax return, that amount of depreciation must
be added to the federal adjusted gross income in order to deduct depreciation computed under this rule.

302.42(2) On sale or other disposition of the speculative building, the taxpayer must report on the
taxpayer’s Iowa individual income tax return the same gain or loss as is reported on the taxpayer’s
federal individual income tax return. If, while owned by the taxpayer, the building is converted from a
speculative shell building to another use, the taxpayer must deduct the same amount of depreciation on
the taxpayer’s Iowa tax return as is deducted on the taxpayer’s federal tax return.

302.42(3) For the purposes of this rule, the term “speculative shell building” means a building as
defined in Iowa Code section 427.1(27)“c.”

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.43(422) Retroactive exemption for payments received for providing unskilled in-home
health care services to a relative. Retroactive to January 1, 1988, for tax years beginning on or after that
date, supplemental assistance payments authorized under Iowa Code section 249.3(2)“a”(2) which are
received by an individual providing unskilled in-home health care services to amember of the caregiver’s
family are exempt from state income tax to the extent that the individual caregiver is not a licensed health
care professional designated in Iowa Code section 147.13, subsections 1 to 10.

For purposes of this exemption, a member of the caregiver’s family includes a spouse, parent,
stepparent, child, stepchild, brother, stepbrother, sister, stepsister, lineal ancestor such as grandparent
and great-grandparent, and lineal descendant such as grandchild and great-grandchild, and those
previously described relatives who are related by marriage or adoption. Those licensed health care
professionals who are not eligible for this exemption include medical doctors, doctors of osteopathy,
physician assistants, psychologists, podiatrists, chiropractors, physical therapists, occupational
therapists, nurses, dentists, dental hygienists, optometrists, speech pathologists, audiologists, and other
similar licensed health care professionals.

This rule is intended to implement Iowa Code section 422.7.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; ARC 8589B, IAB 3/10/10, effective 4/14/10; Editorial change: IAC Supplement 11/2/22]

701—302.44(422,541A) Individual development accounts. Individual development accounts are
authorized for low-income taxpayers for tax years beginning on or after January 1, 1994. Additions to
the accounts are described in the following subrule:

302.44(1) Exemption of additions to individual development accounts. The following additions to
individual development accounts are exempt from the state income tax of the owners of the accounts to
the extent the additions were subject to federal income tax:

a. The amount of contributions made in the tax year to an account by persons and entities other
than the owner of the account.

b. The amount of any savings refund or state match payments made in the tax year to an account
as authorized for contributions made to the accounts by the owner of the account.

c. Earnings on the account in the tax year or interest earned on the account.
302.44(2) Reserved.
This rule is intended to implement Iowa Code sections 422.7, 541A.2 and 541A.3 as amended by

2008 Iowa Acts, Senate File 2430.
[Editorial change: IAC Supplement 11/2/22]

701—302.45(422) Exemption for distributions from pensions, annuities, individual retirement
accounts, or deferred compensation plans received by nonresidents of Iowa. For tax years
beginning on or after January 1, 1994, a distribution from a pension plan, annuity, individual retirement
account, or deferred compensation plan which is received by a nonresident of Iowa is exempt from
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Iowa income tax to the extent the distribution is directly related to the documented retirement of the
pensioner, annuitant, owner of individual retirement account, or participant in a deferred compensation
arrangement. For tax years beginning on or after January 1, 1996, distributions of nonqualified
retirement benefits which are paid by a partnership to its retired partners and which are received by a
nonresident of Iowa are exempt from Iowa income tax to the extent the distribution is directly related
to the documented retirement of the partner. In a situation where the pensioner, annuitant, owner of
the individual retirement account, or participant of a deferred compensation arrangement dies before
the date of documented retirement, any distribution from the pension, annuity, individual retirement
account, or deferred compensation arrangement will not be taxable to the beneficiary receiving the
distributions if the beneficiary is a nonresident of Iowa. If the pensioner, annuitant, owner of the
individual retirement account, or participant of a deferred compensation arrangement dies after the date
of documented retirement, any distributions from the pension, annuity, individual retirement account,
or deferred compensation arrangement will not be taxable to a beneficiary receiving distributions if the
beneficiary is a nonresident of Iowa.

For purposes of this rule, the distributions from the pensions, annuities and deferred compensation
arrangements were from pensions, annuities, and deferred compensation earned entirely or at least
partially from employment or self-employment in Iowa. For purposes of this rule, distributions from
individual retirement arrangements were from individual retirement arrangements that were funded by
contributions from the arrangements that were deductible or partially deductible on the Iowa income
tax return of the owner of the individual retirement accounts.

The following subrules include definitions and examples which clarify when distributions from
pensions, annuities, individual retirement accounts, and deferred compensation arrangements are
exempt from Iowa income tax, when the distributions are received by nonresidents of Iowa:

302.45(1) Definitions.
a. The word “beneficiary” means an individual who receives a distribution from a pension or

annuity plan, individual retirement arrangement, or deferred compensation plan as a result of either the
death or divorce of the pensioner, annuitant, participant of a deferred compensation arrangement, or
owner of an individual retirement account.

b. The term “individual’s documented retirement” means any evidence that the individual can
provide to the department of revenue which would establish that the individual or the individual’s
beneficiary is receiving distributions from the pension, annuity, individual retirement account, or the
deferred compensation arrangement due to the retirement of the individual.

Examples of documents that would establish an individual’s retirement may include: copies of birth
certificates or driver’s licenses to establish an individual’s age; copies of excerpts from an employer’s
personnel manual or letter from employer to establish retirement or early retirement policies; a copy of
a statement from a physician to establish an individual’s disability which could have contributed to a
person’s retirement.

c. The term “nonresident” applies only to individuals and includes all individuals other than those
individuals domiciled in Iowa and those individuals who maintain a permanent place of abode in Iowa.
See 701—subrule 300.17(2) for the definition of domicile.

302.45(2) Examples:
a. John Jones had worked for the same Iowa employer for 32 years when he retired at age 62 and

moved to Arkansas in March of 1994. Mr. Jones started receiving distributions from the pension plan
from his former employer starting in May 1994. Because Mr. Jones was able to establish that he was
receiving the distributions from the pension plan due to his retirement from his employment, Mr. Jones
was not subject to Iowa income tax on the distributions from the pension plan. Note that Mr. Jones had
sold his Iowa residence in March and established his domicile in Arkansas at the time of his move to
Arkansas.

b. Wanda Smith was the daughter of John Smith who died in February 1994 after 25 years of
employment with a company in Urbandale, Iowa. Wanda Smith was the sole beneficiary of John and
started receiving distributions from John’s pension in April 1994. Wanda Smith was a bona fide resident
of Oakland, California, when she received distributions from her father’s pension. Wandawas not subject

https://www.legis.iowa.gov/docs/iac/rule/701.300.17.pdf
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to Iowa income tax on the distributions since she was a nonresident of Iowa at the time the distributions
were received.

c. Martha Graham was 55 years old when she quit her job with a firm in Des Moines to take a
similar position with a firm in Dallas, Texas. Ms. Graham had worked for the Des Moines business for
22 years before she resigned from the job in May 1994. Starting in July 1994, Ms. Graham received
monthly distributions from the pension from her former Iowa employer. Although Ms. Graham was a
nonresident of Iowa, she was subject to Iowa income tax on the pension distribution since the taxpayer
didn’t have a documented retirement.

d. William Moore was 58 years old when he quit his job with a bank in Mason City in February
1994 after 30 years of employment with the bank. By the time Mr.Moore started receiving pension
payments from his employment with the bank, he had moved permanently to NewMexico. Shortly after
he arrived in New Mexico, Mr. Moore secured part-time employment. The pension payments were not
taxable to Iowa as Mr. Moore was retired notwithstanding his part-time employment in New Mexico.

e. Joe Brown had worked for an Iowa employer for 25 years when he retired in June 1992 at the
age of 65. Mr. Brown started receiving monthly pension payments in July 1992. Mr. Brown resided in
Iowa until August 1994, when he moved permanently to Nevada to be near his daughter. Mr. Brown
was not taxable to Iowa on the pension payments he received after his move to Nevada. Mr. Brown’s
retirement occurred in June 1992 when he resigned from full-time employment.

This rule is intended to implement Iowa Code section 422.8.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.46(422) Taxation of compensation of nonresident members of professional athletic
teams. Effective for tax years beginning on or after January 1, 1995, the Iowa source income of a
nonresident individual who is a member of a professional athletic team includes the portion of the
individual’s total compensation for services provided for the athletic team that is in the ratio that the
number of duty days spent in Iowa rendering services for the team during the tax year bears to the total
number of duty days spent both within and without Iowa in the tax year. Thus, if a nonresident member
of a professional athletic team has $50,000 in total compensation from the team in 1995 and the athlete
has 20 Iowa duty days and 180 total duty days for the team in 1995, $5,556 of the compensation would
be taxable to Iowa ($50,000 × 20/180 = $5,556).

The following subrules include definitions, examples, and other information which clarify Iowa’s
taxation of nonresident members of professional athletic teams:

302.46(1) Definitions.
a. The term “professional athletic team” includes, but is not limited to, any professional baseball,

basketball, football, soccer, or hockey team.
b. The term “member of a professional athletic team” includes those employees who are active

players, players on the disabled list, and any other persons required to travel and who travel with and
perform services on behalf of a professional athletic team on a regular basis. This includes, but is not
limited to, coaches, managers, and trainers.

c. The term “total compensation for services rendered as a member of a professional athletic
team” means the total compensation received during the taxable year for services rendered. “Total
compensation” includes, but is not limited to, salaries, wages, bonuses (as described in subparagraph
(1) of this paragraph), and any other type of compensation paid during the taxable year to a member of
a professional athletic team for services performed in that year. Such compensation does not include
strike benefits, severance pay, termination pay, contract or option year buy-out payments, expansion or
relocation payments, and any other payments not related to services rendered for the team.

For purposes of this paragraph, “bonuses” included in “total compensation for services rendered as
a member of a professional athletic team” subject to the allocation described in this rule are:

(1) Bonuses earned as a result of play (i.e., performance bonuses) during the season, including
bonuses paid for championship, playoff, or “bowl” games played by a team, or for themember’s selection
to all-star, league, or other honorary positions; and

(2) Bonuses paid for signing a contract, unless all of the following conditions are met:

https://www.legis.iowa.gov/docs/ico/section/422.8.pdf
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1. The payment of the signing bonus is not conditional upon the signee playing any games for the
team, or performing any subsequent services for the team, or even making the team;

2. The signing bonus is payable separately from the salary and any other compensation; and
3. The signing bonus is nonrefundable.
d. Except as provided in subparagraphs (4) and (5) of this paragraph, the term “duty days” means

all days during the taxable year from the beginning of the professional athletic team’s official preseason
training period through the last game in which the team competes or is scheduled to compete. Duty
days are included in the allocation described in this rule for the tax year in which they occur, including
where a team’s official preseason training period through the last game in which the team competes, or
is scheduled to compete, occurs during more than one tax year.

(1) Duty days also includes days on which a member of a professional athletic team renders
a service for a team on a date which does not fall within the previously mentioned period (e.g.,
participation in instructional leagues, the “Pro Bowl” or promotional “caravans”). Rendering a service
includes conducting training and rehabilitation activities, but only if conducted at the facilities of the
team.

(2) Included within duty days are game days, practice days, days spent at team meetings,
promotional caravans and preseason training camps, and days served with the team through all
postseason games in which the team competes or is scheduled to compete.

(3) Duty days for any person who joins a team during the period from the beginning of the
professional athletic team’s official preseason training period through the last game in which the team
competes, or is scheduled to compete, begins on the day the person joins the team. Conversely, duty
days for any person who leaves a team during such period ends on the day the person leaves the team.
When a person switches teams during a taxable year, separate duty day calculations are to be made for
the period the person was with each team.

(4) Days for which amember of a professional athletic team is not compensated and is not rendering
services for the team in any manner, including days when the member of a professional athletic team
has been suspended without pay and prohibited from performing any services for the team, are not to be
treated as duty days.

(5) Days for which a member of a professional athletic team is on the disabled list and does not
conduct rehabilitation activities at facilities of the team and is not otherwise rendering services for the
team in Iowa, are not to be considered duty days spent in Iowa. However, all days on the disability list
are considered to be included in total duty days spent both within and outside the state of Iowa.

(6) Total duty days for members of a professional athletic team that are not professional athletes
are the number of days in the year that the members are employed by the professional athletic team.
Thus, in the case of a coach of a professional athletic team who was coach for the entire year of 1995,
the coach’s total duty days for 1995 would be 365.

(7) Travel days in Iowa by a team member that do not involve a game, practice, team meeting,
all-star game, or other personal service for the team are not considered to be duty days in Iowa. However,
to the extent these days fall within the period from the team’s preseason training period through the
team’s final game, these Iowa travel days will be considered in the total duty days spent within and
outside Iowa, for team members who are professional athletes.

(8) Duty days in Iowa do not include days a team member performs personal services for the
professional athletic team in Iowa on those days that the team member is a bona fide resident of a state
with which Iowa has a reciprocal tax agreement. See rule 701—300.13(422).

302.46(2) Filing composite Iowa returns for nonresident members of professional athletic
teams. For tax years beginning prior to January 1, 2022, professional athletic teams may file composite
Iowa returns under 701—Chapter 404 on behalf of team members who are nonresidents of Iowa and
who have compensation that is taxable to Iowa from duty days in Iowa for the athletic team. However,
the athletic team may include on the composite return only those team members who are nonresidents
of Iowa and who have no Iowa-source incomes other than the incomes from duty days in Iowa for the
team. The athletic team may exclude from the composite return any team member who is a nonresident
of Iowa and whose income from duty days in Iowa is less than $1,000. Information on filing composite
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returns for tax years beginning on or after January 1, 2022, for nonresident members of professional
athletic teams can be found in rule 701—405.9(422).

302.46(3) Examples of taxation of nonresident members of professional athletic teams.
a. Player A, a member of a professional athletic team, is a nonresident of Iowa. Player A’s

contract for the team requires A to report to such team’s training camp and to participate in all
exhibition, regular season, and playoff games. Player A has a contract which covers seasons that occur
during year 1/year 2 and year 2/year 3. Player A’s contract provides that A is to receive $500,000
for the year 1/year 2 season and $600,000 for the year 2/year 3 season. Assuming player A receives
$550,000 from the contract during taxable year 2 ($250,000 for one-half the year 1/year 2 season and
$300,000 for one-half the year 2/year 3 season), the portion of compensation received by player A for
taxable year 2, attributable to Iowa, is determined by multiplying the compensation player A receives
during the taxable year ($550,000) by a fraction, the numerator of which is the total number of duty
days player A spends rendering services for the team in Iowa during taxable year 2 (attributable to both
the year 1/year 2 season and the year 2/year 3 season) and the denominator of which is the total number
of player A’s duty days spent both within and outside Iowa for the entire taxable year.

b. Player B, a member of a professional athletic team, is a nonresident of Iowa. During the season,
B is injured and is unable to render services for B’s team. While B is undergoing medical treatment at
a clinic, which is not a facility of the team, but is located in Iowa, B’s team travels to Iowa for a game.
The number of days B’s team spends in Iowa for practice, games, meetings, for example, while B is
present at the clinic, are not to be considered duty days spent in Iowa for player B for that taxable year
for purposes of this rule, but these days are considered to be included within total duty days spent both
within and outside Iowa.

c. Player C, a member of a professional athletic team, is a nonresident of Iowa. During the season,
C is injured and is unable to render services for C’s team. C performs rehabilitation exercises at the
facilities of C’s team in Iowa as well as at personal facilities in Iowa. The days C performs rehabilitation
exercise in the facilities of C’s team are considered duty days spent in Iowa for player C for that taxable
year for purposes of this rule. However, days player C spends at personal facilities in Iowa are not to be
considered duty days spent in Iowa for player C for that taxable year for purposes of this rule, but the
days are considered to be included within total duty days spent both within and outside Iowa.

d. Player D, a member of a professional athletic team, is a nonresident of Iowa. During the season,
D travels to Iowa to participate in the annual all-star game as a representative of D’s team. The number
of days D spends in Iowa for practice, the game, meetings, for example, are considered to be duty days
spent in Iowa for player D for that taxable year for purposes of this rule, as well as included within total
duty days spent both within and outside Iowa.

e. Assume the same facts as given in paragraph “d,” except that player D is not participating in
the all-star game and is not rendering services for D’s team in any manner. Player D is instead traveling
to and attending this game solely as a spectator. The number of days player D spends in Iowa for the
game is not to be considered to be duty days spent in Iowa for purposes of this rule. However, the days
are considered to be included within total duty days spent both within and outside Iowa.

302.46(4) Use of an alternative method to compute taxable portion of a nonresident’s compensation
as a member of a professional athletic team. If a nonresident member of a professional athletic team
believes that the method provided in this rule for allocation of the member’s compensation to Iowa is
not equitable, the nonresident member may propose the use of an alternative method for the allocation
of the compensation to Iowa. The request for an alternative method for allocation must be filed no later
than 60 days before the due date of the return, considering that the due date may be extended for up to
6 months after the original due date if at least 90 percent of the tax liability was paid by the original due
date (April 30 for taxpayers filing on a calendar-year basis).

The request for an alternative method should be filed with the Taxpayer Services and Policy
Division, P.O. Box 10457, Des Moines, Iowa 50306. The request must set forth the alternative method
for allocation to Iowa of the compensation of the nonresident professional team member. In addition,
the request must specify, in detail, why the method for allocation of the compensation set forth in this
rule is not equitable, as well as why the alternative method for allocation of the compensation is more
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equitable than the method provided in this rule. The burden of proof is on the nonresident professional
team member to show that the alternative method is more equitable than the method provided in the rule.

If the department determines that the alternative method is more reasonable for allocation of the
taxable portion of the team member’s compensation than the method provided in this rule, the team
member can use the alternative method on the current return and on subsequent returns.

If the department rejects the team member’s use of the alternative method, the team member may
file a protest within 60 days of the date of the department’s letter of rejection. The nonresident team
member’s protest of the department’s rejection of the alternate formula must be made in accordance
with rule 701—7.9(17A) and must state, in detail, why the method provided in this rule is not equitable,
as well as why the alternative method for allocation of the compensation is more equitable than the
method set forth in this rule.

This rule is intended to implement Iowa Code sections 422.3, 422.7, and 422.8.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; ARC 0251C, IAB 8/8/12, effective 9/12/12; Editorial change: IAC Supplement 11/2/22;
ARC 6900C, IAB 2/22/23, effective 3/29/23; Editorial change: IAC Supplement 10/18/23]

701—302.47(422) Partial exclusion of pensions and other retirement benefits for disabled
individuals, individuals who are 55 years of age or older, surviving spouses, and survivors. For tax
years beginning on or after January 1, 1995, an individual who is disabled, is 55 years of age or older, is
a surviving spouse, or is a survivor with an insurable interest in an individual who would have qualified
for the exclusion is eligible for a partial exclusion of retirement benefits received in the tax year. For
tax years beginning on or after January 1, 2001, the partial exclusion of retirement benefits received in
the tax year is increased up to a maximum of $6,000 for a person other than a husband or wife who files
a separate state return and up to a maximum of $12,000 for a husband and wife who file a joint Iowa
return. For tax years beginning on or after January 1, 1998, the partial exclusion of retirement benefits
received in the tax year was increased up to a maximum of $5,000 for a person, other than a husband or
wife who files a separate state income tax return, and up to a maximum of $10,000 for a husband and
wife who file a joint state income tax return. A husband and wife filing separate state income tax returns
or separately on a combined state return are allowed a combined exclusion of retirement benefits of up
to a maximum of $10,000 for tax years beginning in 1998, 1999 and 2000 and a combined exclusion
of up to a maximum of $12,000 for tax years beginning on or after January 1, 2001. The $10,000
or $12,000 exclusion shall be allocated to the husband and wife in the proportion that each spouse’s
respective pension and retirement benefits received bear to the total combined pension and retirement
benefits received by both spouses. See rule 701—302.80(422) for the exclusion of military retirement
pay for tax years beginning on or after January 1, 2014.

EXAMPLE 1. A married couple elected to file separately on the combined return form. Both spouses
were 55 years of age or older. The wife received $95,000 in retirement benefits and the husband received
$5,000 in retirement benefits. Since the wife received 95 percent of the retirement benefits, she would
be entitled to 95 percent of the $10,000 retirement income exclusion or a retirement income exclusion
of $9,500. The husband would be entitled to 5 percent of the $10,000 retirement income exclusion or an
exclusion of $500.

EXAMPLE 2. A married couple elected to file separately on the combined return form. Both spouses
were 55 years of age or older. The husband had $15,000 in retirement benefits from a pension. The
wife received no retirement benefits. In this situation, the husband can use the entire $10,000 retirement
income exclusion to exclude $10,000 of his pension benefits since the spouse did not use any of the
$10,000 retirement income exclusion for the tax year.

EXAMPLE 3. A married couple elected to file separately on the combined return form. One spouse
was 52 years of age and received a pension income of $20,000. The other spouse was 55 years of age
and received no pension income. Since the spouse receiving the pension income was not 55 years of
age, no exclusion is allowed on the Iowa return.

EXAMPLE 4. A married couple elected to file separately on the combined return form. One spouse
was 52 years of age and received a pension income of $10,000. The other spouse was 55 years of age
and received a pension income of $8,000. Since only one spouse receiving the pension income was 55
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years of age, an exclusion of $8,000 is allowed on the Iowa return. The exclusion of $8,000 is allowed
since a married couple is allowed a combined exclusion of up to $12,000.

For tax years beginning on or after January 1, 1995, but prior to January 1, 1998, the retirement
income exclusion was up to $3,000 for single individuals, up to $3,000 for each married person filing
a separate Iowa return, up to $3,000 for each married person filing separately on the combined return
form, and up to $6,000 for married taxpayers filing joint Iowa returns. For example, a married couple
elected to file separately on the combined return form and both spouses were 55 years of age or older.
One spouse had $2,000 in pension income that could be excluded, since the pension income was $3,000
or less. The other spouse had $6,000 in pension income and could exclude $3,000 of that income due to
the retirement income exclusion. This second spouse could not exclude an additional $1,000 of the up
to $3,000 retirement income exclusion that was not used by the other spouse.

“Insurable interest” is a term used in life insurance which also applies to this rule and is defined to
be “such an interest in the life of the person insured, arising from the relations of the party obtaining the
insurance, either as credit of or surety for the assured, or from the ties of blood or marriage to him, as
would justify a reasonable expectation of advantage or benefit from the continuance of his life.”Warnock
v. Davis, 104 U.S. 775, 779, 26 L.Ed. 924; Connecticut Mut. Life Ins. Co. v. Luchs, 2 S.Ct. 949, 952, 108
U.S. 498, 27 L.Ed. 800; Appeal of Corson, 6 A. 213, 215, 113 Pa. 438, 57 Am. Rep. 479; Adams’ Adm’r
v. Reed, Ky., 36 S.W. 568, 570; Trinity College v. Travelers’ Co., 18 S.E. 175, 176, 113 N.C. 244, 22
L.R.A. 291; Opitz v. Karel, 95 N.W. 948, 951, 118 Wis. 527, 62 L.R.A. 982. It is not necessary that the
expectation of advantage or profit should always be capable of pecuniary estimation, for a parent has
an insurable interest in the life of his child, and a child in the life of his parent, a husband in the life of
his wife, and a wife in the life of her husband. The natural affection in cases of this kind is considered
as more powerful, as operating the more efficaciously, to protect the life of the insured than any other
consideration, but in all cases there must be a reasonable ground, founded on relations to each other,
either pecuniary or of blood or affinity, to expect some benefit or advantage from the continuance of the
life of the assured. Warnock v. Davis, 104 U.S. 775, 26 L.Ed. 924; Appeal of Corson, 6 A. 213, 215,
113 Pa. 438, 57 Am. Rep. 479; Connecticut Mut. Life Ins. Co. v. Luchs, 2 S.Ct. 949, 952, 108 U.S. 498,
27 L.Ed. 800.

For purposes of this rule, the term “insurable interest” will be considered to apply to a beneficiary
receiving retirement benefits due to the death of a pensioner or annuitant under the same circumstances
as if the beneficiary were receiving life insurance benefits as a result of the death of the pensioner or
annuitant.

For purposes of this rule, the term “survivor” is a person other than the surviving spouse of an
annuitant or pensioner who is receiving the annuity or pension benefits because the person was a
beneficiary of the pensioner or annuitant at the time of death of the pensioner or annuitant. In addition,
in order for this person to qualify for the partial exclusion of pensions or retirement benefits, this
survivor must have had an insurable interest in the pensioner or annuitant at the time of death of the
annuitant or pensioner.

A survivor other than the surviving spouse will be considered to have an insurable interest in the
pensioner or annuitant if the survivor is a son, daughter, mother, or father of the annuitant or pensioner.
The relationship of these individuals to the pensioner or annuitant is considered to be so close that no
separate pecuniary or monetary interest between the pensioner or annuitant and any of these relatives
must be established.

A survivor may include relatives of the pensioner or annuitant other than those relatives that were
mentioned above. However, before any of these relatives can be considered to be a survivor for purposes
of this rule, the relative must have had some pecuniary interest in the continuation of the life of the
pensioner or annuitant. That is, the relative must establish a relationship with the pensioner or annuitant
that shows there was a reasonable expectation of an advantage or benefit which the person would have
received with the continuance of the life of the pensioner or annuitant.

The fact that a niece of the pensioner or annuitant was named beneficiary of an uncle’s pension where
the uncle had no closer relatives does not in itself establish that the niece had an insurable interest in the
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pension benefits, if the niece was not receiving monetary benefits or the niece did not have some special
relationship to the uncle at the time of the uncle’s death.

If a grandson was receiving college tuition regularly from his grandfather and received the
grandfather’s pension as a beneficiary of the grandfather after the grandfather’s death, the grandson
would be deemed to have an insurable interest in the benefits and would be eligible for the partial
retirement benefit exclusion.

A person who is not related to the pensioner or annuitant, such as a partner in a business or a creditor,
may have an insurable interest in the pensioner or annuitant. However, the burden of proof is on a
nonrelated person to show that the person had an insurable interest in the pensioner or the annuitant at
the time of death of the pensioner or annuitant.

There are numerous court cases which deal with whether a person had established an insurable
interest in the life of an individual that was insured. These cases may be used as a guideline to determine
whether or not a person receiving a pension or annuity due to the death of an annuitant or pensioner
had an insurable interest in the annuitant or pensioner at the time of death of the pensioner or annuitant.
Thus, if a person would have met criteria for an insurable interest for purposes of an interest in a person’s
life insurance policy, the person would also be considered to be qualified for an insurable interest in a
pensioner or annuitant.

Retirement benefits subject to the retirement income exclusion include, but are not limited to:
benefits from defined benefit or defined contribution pension and annuity plans, benefits from annuities,
incomes from individual retirement accounts, benefits from pension or annuity plans contributed by
an employer or maintained or contributed by a self-employed person and benefits and earnings from
deferred compensation plans. However, the exclusion does not apply to social security benefits. A
surviving spouse who is not disabled or is not 55 years of age or older can only exclude retirement
benefits received as a result of the death of the other spouse and on the basis that the deceased spouse
would have been eligible for the exclusion in the tax year. In order for a survivor other than the
surviving spouse to qualify for the partial exclusion of retirement benefits, the survivor must have
received the retirement benefits as a result of the death of a pensioner or annuitant who would have
qualified for the exclusion in the tax year on the basis of age or disability. In addition, the survivor other
than the surviving spouse would have had to have an insurable interest in the pensioner or annuitant at
the time of the death of the pensioner or annuitant.

For purposes of this rule, a disabled individual is a person who is receiving benefits as a result of
retirement from employment or self-employment due to disability. In addition, a person is considered
to be a disabled individual if the individual is determined to be disabled in accordance with criteria
established by the Social Security Administration or other federal or state governmental agency.

Note that the pension or other retirement benefits that are excluded from taxation for certain
individuals are to be considered as a part of net income for purposes of determining whether or not a
particular individual’s income is low enough to exempt that taxpayer from tax. In addition, the pension
or other retirement benefits that are excluded from taxation for certain individuals are to be considered
as a part of net income for the alternative tax computation, which is available to all taxpayers except
those taxpayers filing as single individuals.

Finally, the pension or other retirement benefits are to be considered as a part of net income for
individuals using the single filing status whose tax liabilities are limited so the liabilities cannot reduce
the person’s net income plus exempt benefits below $9,000, or below $18,000 for taxpayers 65 years of
age or older for the 2007 and 2008 tax years, or below $24,000 for taxpayers 65 years of age or older for
the 2009 and subsequent tax years.

This rule is intended to implement Iowa Code sections 422.5 and 422.7.
[ARC 8605B, IAB 3/10/10, effective 4/14/10; ARC 1665C, IAB 10/15/14, effective 11/19/14; Editorial change: IAC Supplement
11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.48(422) Health insurance premiums deduction. For tax years beginning on or after January
1, 1996, the amounts paid by a taxpayer for health insurance for the taxpayer, the taxpayer’s spouse, and
the taxpayer’s dependents are deductible in computing net income on the Iowa return to the extent the
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amounts paid were not otherwise deductible in computing adjusted gross income. However, amounts
paid by a taxpayer for health insurance on a pretax basis whereby the portion of the wages of the taxpayer
used to pay health insurance premiums is not included in the taxpayer’s gross wages for income tax or
social security tax purposes are not deductible on the Iowa return.

In situations where married taxpayers pay health insurance premiums from a joint checking or other
joint account and the taxpayers are filing separate state returns or separately on the combined return
form, the taxpayers must allocate the deduction between the spouses on the basis of the net income of
each spouse to the combined net income unless one spouse can show that only that spouse’s income was
deposited to the joint account.

In circumstances where a taxpayer is self-employed and takes a deduction on the 1996 federal return
for 30 percent of the premiums paid for health insurance on the federal return, the taxpayer would
be allowed a deduction on the Iowa return for the portion of the health insurance premiums that was
not deducted on the taxpayer’s federal return, including any health insurance premiums deducted as an
itemized medical deduction under Section 213 of the Internal Revenue Code.

For purposes of the state deduction for health insurance premiums, the same premiums for the
same health insurance or medical insurance coverage qualify for this deduction as would qualify for
the federal medical expense deduction. Thus, premiums paid for contact lens insurance qualify for the
health insurance deduction. Also eligible for the deduction for tax years beginning in the 1996 calendar
year are premiums paid by a taxpayer before the age of 65 for medical care insurance effective after the
age of 65, if the premiums are payable (on a level payment basis) for a period of ten years or more or
until the year the taxpayer attains the age of 65 (but in no case for a period of less than five years). For
tax years beginning on or after January 1, 1997, premiums for long-term health insurance for nursing
home coverage are eligible for this deduction to the extent the premiums for long-term health care
services are eligible for the federal itemized deduction for medical and dental expenses, irrespective of
the limitations set forth in Section 213(d)(10) of the Internal Revenue Code. For example, a 55-year-old
taxpayer who paid $1,050 in premiums for long-term health insurance for nursing home coverage for
the 2004 tax year would be allowed a deduction for Iowa purposes for the entire $1,050, even though
the limitation for the federal itemized deduction for medical expenses in Section 213(d)(10) of the
Internal Revenue Code for these premiums for this taxpayer is $980.

Amounts paid under an insurance contract for other than medical care (such as payment for loss of
limb or life or sight) are not deductible, unless the medical charge is stated separately in the contract or
provided in a separate statement.

This rule is intended to implement Iowa Code section 422.7 as amended by 1997 Iowa Acts, Senate
File 129.
[Editorial change: IAC Supplement 11/2/22]

701—302.49(422) Employer social security credit for tips. Employers in the food and beverage
industry are allowed a credit under Section 45B of the Internal Revenue Code for a portion of the social
security taxes paid or incurred after 1993 on employee tips. The credit is equal to the employer’s FICA
obligation attributable to tips received which exceed tips treated as wages for purposes of satisfying
minimum wage standards of the Fair Labor Standards Act. The credit is allowed only for tips received
by an employee in the course of employment from customers on the premises of a business for which
the tipping of employees serving food or beverages is customary. To the extent that an employer takes
the credit for a portion of the social security taxes paid or incurred, the employer’s deduction for the
social security tax is reduced accordingly. For Iowa income tax purposes, the full deduction for the
social security tax paid or incurred is allowed for tax years beginning on or after January 1, 1994.

This rule is intended to implement Iowa Code Supplement section 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.50(422) Computing state taxable amounts of pension benefits from state pension
plans. For tax years beginning on or after January 1, 1995, a retired member of a state pension plan, or
a beneficiary of a member, who receives benefits from the plan where there was a greater contribution
to the plan for the member for state income tax purposes than for federal income tax purposes can
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report less taxable income from the benefits on the Iowa individual income tax return than was reported
on the federal return for the same tax year. This rule applies only to a member of a state pension plan,
or the beneficiary of a member, who received benefits from the plan sometime after January 1, 1995,
and only in circumstances where the member received wages from public employment in 1995, 1996,
1997, or 1998, or possibly in 1999 for certain teachers covered by the state pension plan authorized
in Iowa Code chapter 294 so the member had greater contributions to the state pension plan for state
income tax purposes than for federal income tax purposes. Starting with wages paid on or after January
1, 1999, to employees covered by a state pension plan other than teachers covered by the state pension
plan authorized in Iowa Code chapter 294, contributions made to the pension plan will be made on a
pretax basis for state income tax purposes as well as for federal income tax purposes. However, in the
case of teachers covered by the state pension plan authorized in Iowa Code chapter 294, contributions
to the pension plan on behalf of these teachers on a pretax basis for state income tax purposes may start
after January 1, 1999.

For example, in the case of a state employee whowas covered by IPERS and hadwages from covered
public employment of $41,000 or more in 1995, that person would have made posttax contributions to
IPERS of $1,517 for state income tax purposes for 1995 and zero posttax contributions to IPERS for
federal income tax purposes for 1995. The $1,517 in contributions to IPERS for federal income tax
purposes was made on a pretax basis and was considered to have been made by the employee’s employer
or the state of Iowa and not the employee. At the time this employee receives retirement benefits from
IPERS, the retired employee will be subject to federal income tax on the portion of the benefits that is
attributable to the $1,517 IPERS contribution made in 1995. However, this employee will not be subject
to state income tax on the portion of the IPERS benefits received which is attributable to the $1,517
contribution to IPERS for 1995.

This rule does not apply to members or beneficiaries of members who elect to take a lump sum
distribution of benefits from a state pension plan in lieu of receiving monthly payments of benefits from
the plan.

The following subrules further clarify how the portion of certain state pension benefits that is
taxable for state individual income tax purposes for tax years beginning on or after January 1, 1995, is
determined.

302.50(1) Definitions related to state taxation of benefits from state pension plan. The following
definitions clarify those terms and phrases that have a bearing on the state’s taxation of certain individuals
who receive retirement benefits from state pension plans:

a. For purposes of this rule, the terms “state pension,” “state pensions,” and “state pension plans”
mean only those pensions and those pension plans authorized in Iowa Code chapter 97A for public safety
peace officers, chapter 97B for Iowa public employees (IPERS), chapter 294 for certain teachers, and
chapter 411 for police officers and firefighters. There are other pension plans available for some public
employees in the state which may be described as “state pensions” or “state pension plans” in other
contexts or situations, but these pension plans are not covered by this rule. An example of a pension
plan that is not a “state pension plan” for purposes of this rule is the judicial retirement system for state
judges authorized in Iowa Code section 602.9101.

b. For purposes of this rule, “member” is an individual who was employed in public service
covered by a state pension plan and is either receiving or was receiving benefits from the pension plan.

c. For purposes of this rule, “beneficiary” is a person who has received or is receiving benefits
from a state pension plan due to the death of an individual or member who earned benefits in a state
pension plan.

d. For purposes of this rule, the term “IPERS” means the Iowa public employees retirement
system.

e. For purposes of this rule, the term “pretax,” when the term is applied to a contribution made
to a state pension plan during a year from a public employee’s compensation, means a contribution to
a state pension plan that is not taxed on the employee’s income tax return for the tax year in which the
contribution is made. The contribution is considered to have been made by the state or the employee’s
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employer and not by the employee so this contribution is not part of the employee’s basis in the pension
that is not taxed when the pension is received.

f. For purposes of this rule, the term “posttax,” when the term is applied to a contribution made
to a state pension plan during a year from a public employee’s compensation, means the contribution is
included in the employee’s taxable income for the tax year of the contribution and the contribution is
considered to have been made by the employee. That is, the contribution is part of the employee’s basis
in the pension which is not taxed at the time the pension is received.

302.50(2) Computation of the taxable amount of the state pension for federal income tax
purposes. An individual who receives benefits in the tax year from one of the state pension plans is
not subject to federal income tax on the benefits to the extent of the pensioner’s or member’s recovery
of posttax contribution to the pension plan. The individual receiving benefits in the year from a state
pension plan should get a Form 1099-R showing the total benefits received in the tax year from the
pension plan. The individual can determine the federal taxable amount of the benefits by using the
general rule or the simplified general rule which is described in federal publication 17 or federal
publication 575. Note that members who first receive pension benefits after November 18, 1996, must
compute the federal taxable amount of their pension benefits by using the simplified general rule shown
in the federal tax publications. Note also that individuals receiving benefits in the tax year from IPERS
who started receiving benefits in 1993 or in later years will receive information with the 1099-R form
which shows the amount of gross benefits received in the tax year that is taxable for federal income
tax purposes.

302.50(3) Computing the taxable amount of state pension benefits for state individual income tax
purposes. An individual receiving state pension benefits in the tax year must have a number of facts
about the state pension in order to be able to compute the taxable amount of the pension for Iowa
income tax purposes. The individual must know the gross pension benefits received in the tax year,
the taxable amount of the pension for federal income tax purposes, the employee’s contribution to the
pension for federal income tax purposes, and the employee’s contribution to the pension for state income
tax purposes. In situations where the employee’s contribution for state income tax purposes is equal to
the contribution for federal income tax purposes, the same amount of the pension will be taxable on the
state income tax return as is taxable on the federal return.

In cases when all of an individual’s employment covered by a state pension plan occurred on or after
January 1, 1995, so that all the contributions to the pension plan (other than posttax service purchases) for
the employee were made on a pretax basis for federal income tax purposes, all of the benefits received
from the pension would be taxed on the federal income tax return. In this situation, the state taxable
amount of the pension would be computed using the general rule or the simplified general rule shown in
federal publication 17 or federal publication 575. The employee’s state contribution or state basis would
be entered on line 2 of the worksheet in the federal publication that is usually used to compute the taxable
amount of the pension for the federal income tax return.

To compute the state taxable amount of the state pension in situations where the employee had
a contribution to the pension for federal tax purposes, the federal taxable amount for the year is first
subtracted from the gross pension benefit received in the year which leaves the amount of the pension
received in the year which was not taxable on the federal return. Next, the member’s posttax contribution
or basis in the pension for federal tax purposes is divided by the member’s posttax contribution or basis
in the pension for state income tax purposes which provides the ratio of the member’s federal basis or
contribution to the member’s state contribution or basis. Next, the amount of the state pension received
in the year that is not taxed on the federal return is divided by the ratio or percentage that was determined
in the previous step, which provides the exempt amount of the pension for state tax purposes. Finally, the
state exempt amount determined in the previous step is subtracted from the gross amount received in the
year, which leaves the taxable amount for state income tax purposes. Note that individuals who retired
in 1993 and in years after 1993 and are receiving benefits from IPERS will receive information from
IPERS which will advise them of the taxable amount of the pension for state income tax purposes. The
examples in subrule 302.50(4) are provided to illustrate how the state taxable amounts of state pension
benefits received in the tax year are computed in different factual situations.

https://www.legis.iowa.gov/docs/iac/rule/701.302.50.pdf
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302.50(4) Examples.
a. A state employee retired in April 1996 and started receiving IPERS benefits in April 1996. The

retired state employee received $1,794.45 in gross benefits from IPERS in 1996. The federal taxable
amount of the benefits was $1,690.36. The employee’s federal posttax contribution or basis in the pension
was $4,907 and the state posttax contribution or basis was $7,194. The nontaxable amount of the IPERS
benefits for federal income tax was $104.09 which was calculated by subtracting the federal taxable
amount of $1,690.36 from the gross amount of the benefits of $1,794.45. The ratio of the employee’s
posttax contribution to the pension for federal income tax purposes was 68.21 percent of the employee’s
contribution to the pension for state income tax purposes. This was determined by dividing $4,907 by
$7,194. The nontaxable amount of the IPERS benefit for federal income tax purposes of $104.09 was
then divided by 68.21 percent, which is the ratio determined in the previous step, and which results in a
total of $152.60. This was the nontaxable amount of the pension for state income tax purposes. When
$152.60 is subtracted from the gross benefits of $1,794.45 paid in the year, the remaining amount is
$1,641.85 which is the taxable amount of the pension that should be reported on the individual’s Iowa
individual income tax return for the 1996 tax year.

b. A state employee retired in July 1995. The retired employee received $1,881.88 in IPERS
benefits in 1996 and $1,790.60 of the benefits was taxable on the individual’s federal return for 1996. The
person’s federal posttax contribution to the IPERS pension was $3,130 and the posttax contribution for
state income tax purposeswas $3,821. The amount of benefits not taxable for federal income tax purposes
was $91.28 which was computed by subtracting the amount of pension benefits of $1,790.60 that was
taxable on the federal income tax return from the gross benefits of $1,881.88 received in 1996. The
retiree’s federal posttax contribution of $3,130 to IPERSwas divided by the retiree’s posttax contribution
of $3,821 to IPERS for state income tax purposes which resulted in a ratio of 81.91 percent. The amount
of IPERS benefits of $91.28 exempt for federal income tax purposes is divided by the 81.91 percent
computed in the previous step which results in an amount of $111.44 which is the amount of IPERS
benefits received in 1996 which is not taxable on the Iowa return. $111.44 is subtracted from the gross
benefits of $1,881.88 received in 1996 which leaves the state taxable amount for 1996 of $1,770.44.

This rule is intended to implement Iowa Code section 422.7 as amended by 1998 Iowa Acts, House
File 2513.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.51(422) Exemption of active-duty military pay of national guard personnel and
armed forces military reserve personnel for overseas services pursuant to military orders for
peacekeeping in the Bosnia-Herzegovina area. For active duty military pay received on or after
November 21, 1995, by national guard personnel and by armed forces military reserve personnel, the
pay is exempt from state income tax to the extent the military pay was earned overseas for services
performed pursuant to military orders related to peacekeeping in the Bosnia-Herzegovina area. In
order for the active duty pay to qualify for exemption from tax, the military service had to have been
performed outside the United States, but not necessarily in the Bosnia-Herzegovina area.

This rule is intended to implement Iowa Code section 422.7 as amended by 1997 Iowa Acts, House
File 355.
[Editorial change: IAC Supplement 11/2/22]

701—302.52(422) Mutual funds. Iowa does not tax dividend or interest income from regulated
investment companies to the extent that such income is derived from interest on United States
Government obligations or obligations of this state and its political subdivisions. The exemption is
also applicable to income from regulated investment companies which is derived from interest on
government-sponsored enterprises and agencies where federal law specifically precludes state taxation
of such interest. Income derived from interest on securities which are merely guaranteed by the federal
government or from repurchase agreements collateralized by the United States Government obligations
is not excluded and is subject to Iowa income tax. There is no distinction between Iowa’s tax treatment
of interest received by a direct investor as compared with a mutual fund shareholder. The interest retains
its same character when it “flows-through” the mutual fund and is subject to taxation accordingly.
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Taxpayers may subtract from federal adjusted gross income, income received from any of the
obligations listed in subrule 302.2(1) and rule 701—302.3(422) above, even if the obligations are
owned indirectly through owning shares in a mutual fund:

1. If the fund invests exclusively in these state tax-exempt obligations, the entire amount of the
distribution (income) from the fund may be subtracted.

2. If the fund invests in both exempt and nonexempt obligations, the amount represented by the
percentage of the distribution that the mutual fund identifies as exempt may be subtracted.

3. If the mutual fund does not identify an exempt amount or percentage, taxpayers may figure the
amount to be subtracted by multiplying the distribution by the following fraction: as the numerator, the
amount invested by the fund in state-exempt United States obligations; as the denominator, the fund’s
total investment. Use the year-end amounts to figure the fraction if the percentage ratio has remained
constant throughout the year. If the percentage ratio has not remained constant, take the average of the
ratios from the fund’s quarterly financial reports.

Therefore, if the federal adjusted gross income of an individual, taxable by Iowa, includes dividends
or interest of this type, an adjustment must be made deducting the amount of the dividend or interest.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.53(422) Deduction for contributions by taxpayers to the Iowa educational savings
plan trust and addition to income for refunds of contributions previously deducted. The Iowa
educational savings plan trust was created so that individuals and certain other qualified participants can
contribute funds on behalf of beneficiaries in accounts administered by the treasurer of state to cover
qualified education expenses of the beneficiaries. The Iowa educational savings plan trust includes the
college savings Iowa plan and the Iowa advisor 529 plan. The following subrules provide details on
how individuals’ net incomes are affected by contributions to beneficiaries’ accounts, interest and any
other earnings earned on beneficiaries’ accounts, and refunds of contributions which were previously
deducted. Definitions and other information about establishing college savings Iowa accounts may be
found in rules promulgated by the treasurer of state. See 781—Chapter 16.

302.53(1) Deduction from net income for contributions made to the Iowa educational savings plan
trust on behalf of beneficiaries.

a. An individual referred to as a “participant” can claim a deduction on the Iowa individual income
tax return for contributions made by that individual to the Iowa educational savings plan trust on behalf
of a beneficiary.

b. For tax years beginning on or after January 1, 2015, if a participant makes a contribution to
the Iowa educational savings plan trust on or after January 1, but on or before the deadline for filing
an Iowa individual income tax return, excluding extensions, the participant may elect to have the
deduction for the contribution apply to that participant’s Iowa individual income taxes for the calendar
year immediately preceding the year in which the contribution was made. Once a participant has elected
to apply a contribution to the calendar year immediately preceding the year in which the contribution
was made, the contribution is deemed to have been made on December 31 of that previous calendar
year. Once the election has been made, the deduction for that contribution may only be applied in
computing the taxpayer’s Iowa net income for the calendar year immediately preceding the year in
which the contribution was made. Contributions made on or after January 1, but before the deadline
for filing Iowa individual income taxes, that the participant elects to have applied to the immediately
preceding calendar year shall count toward the maximum contribution that may be deducted for that
previous year. See paragraph 302.53(1)“c” below.

EXAMPLE: An individual makes a contribution to her Iowa educational savings plan account on April
5, 2018. The deadline for filing a 2017 Iowa income tax return is April 30, 2018. The individual elects
to have the contribution apply to her 2017 individual income taxes instead of her 2018 Iowa individual
income taxes. The department of revenue will consider the individual’s contribution to have been made
on December 31, 2017. The individual may now claim a deduction for the contribution, up to the annual
maximum deduction, on her 2017 Iowa income taxes. However, because the individual elected to have
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her contribution apply to her 2017 Iowa income taxes, she cannot claim the deduction for the April 5,
2018, contribution on her 2018 Iowa income tax return.

c. The deduction on the 1998 Iowa return cannot exceed $2,000 per beneficiary for contributions
made in 1998 or the adjusted maximum annual amount for contributions made after 1998. Note that the
maximum annual amount that can be deducted per beneficiary may be adjusted or increased to an amount
greater than $2,000 for inflation on an annual basis. Rollover contributions from other states’ educational
savings plans will qualify for the deduction, subject to the maximum amount allowable. Starting with
tax years beginning in the 2000 calendar year, a participant may contribute an amount on behalf of a
beneficiary that is greater than $2,000, but may claim a deduction on the Iowa individual return of the
lesser of the amount contributed or $2,000 as adjusted by inflation. For example, if a taxpayer made a
$5,000 contribution on behalf of a beneficiary to the Iowa educational savings plan trust in 2000, the
taxpayer may claim a deduction on the IA 1040 return for 2000 in the amount of $2,054, as this amount
is $2,000 as adjusted for inflation in effect for 2000.

EXAMPLE: An individual has ten grandchildren from the age of six months to 12 years. In October
1998, the person became a participant in the Iowa educational savings plan trust by making $2,000
contributions to the trust on behalf of each of the ten grandchildren. When the participant filed the 1998
Iowa individual income tax return, the participant could claim a deduction on the return for the $20,000
contributed to the Iowa educational savings plan trust on behalf of the individual’s ten grandchildren.

302.53(2) Exclusion of interest and earnings on beneficiary accounts in the Iowa educational savings
plan trust. To the extent that interest or other earnings accrue on a beneficiary’s account in the Iowa
educational savings plan trust, the interest or other earnings are excluded for purposes of computing net
income on the Iowa individual income tax return of the participant or the return of the beneficiary.

302.53(3) Including on the Iowa individual return amounts refunded to the participant from the
Iowa educational savings plan trust that had previously been deducted. The refund or withdrawal of
funds is to be included in net income on a participant’s Iowa individual income tax return to the extent
that contributions to the account had been deducted on prior Iowa individual income tax returns of the
participant if the participant cancels a beneficiary’s account in the Iowa educational savings plan trust
and receives a refund of the funds in the account made on behalf of the beneficiary or if the participant
makes a withdrawal from the Iowa educational savings plan trust for purposes other than the following:

a. Qualifying higher education withdrawals. The payment of qualified higher education expenses
as defined in Section 529(e)(3) of the Internal Revenue Code. The term “qualified higher education
expenses” does not include tuition expenses related to attendance at an elementary or secondary school.

b. Qualifying elementary and secondary tuition withdrawals. For withdrawals made on or after
January 1, 2018, the payment of tuition expenses in connection with and required for enrollment or
attendance at an elementary or secondary school in Iowa which is accredited under Iowa Code section
256.11, and which adheres to the provisions of the federal Civil Rights Act of 1964 and Iowa Code
chapter 216. These qualified tuition expenses shall not exceed $10,000 per beneficiary per year. This
limitation is based on the beneficiary, not the participant.

Participants are responsible for tracking the amount of qualified tuition expense payments a
beneficiary may receive from other participants. If a beneficiary’s distributions exceed this annual
limitation, the most recent payments are presumed to be the nonqualifying payments. By agreement
amongst themselves, account holders are permitted to choose an alternative method for determining
which payments are nonqualifying. An alternative method is presumed valid if, after the additions
to income required by this paragraph, the beneficiary’s total qualifying tax-free withdrawals for
elementary or secondary school tuition expenses do not exceed the $10,000 limitation. However, upon
request, the account holders are responsible for providing the department with adequate documentation
to substantiate the method used.

c. Change in beneficiaries. A change in beneficiaries under, or transfer to another account within,
the Iowa educational savings plan trust.

d. ABLE rollovers. A transfer to the Iowa ABLE savings plan trust, provided such change or
transfer is permitted under Iowa Code section 12D.6(5).
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EXAMPLE: Because a beneficiary of a certain participant died in the year 2000, this participant in
the Iowa educational savings plan trust canceled the participant agreement for the beneficiary with the
trust and received a refund of $4,200 of funds in the beneficiary’s account. Because $4,000 of the refund
represented contributions that the participant had deducted on prior Iowa individual income tax returns,
the participant was to report on the Iowa return for the tax year 2000, $4,000 in contributions that had
been deducted on the participant’s Iowa returns for 1998 and 1999.

EXAMPLE: Beneficiary A is an elementary school student who attends an accredited elementary
school located in Iowa. Participant B and participant C have each opened an Iowa educational savings
plan trust account with A as the designated beneficiary. In January 2019, participant B withdraws $6,000
from B’s account to pay A’s spring semester tuition. In August 2019, participant C withdraws $6,000
from C’s account to pay for A’s fall semester tuition. Although neither B nor C has made a withdrawal in
excess of $10,000, that limitation is based on the beneficiary, A, who has received a total of $12,000 in
distributions in 2019. Because A’s total distributions have exceeded the annual limitation on distributions
related to elementary or secondary school tuition, the participants must include the $2,000 excess in their
net income. Because C’s withdrawal was made after B’s, the entire excess is presumed attributable to C,
and therefore C must include the entire $2,000 excess in C’s Iowa net income for 2019, unless B and C
can show that they agreed to an alternative method of allocating the excess amount.

This rule is intended to implement Iowa Code section 422.7.
[ARC 7761B, IAB 5/6/09, effective 6/10/09; ARC 3664C, IAB 2/28/18, effective 4/4/18; ARC 4516C, IAB 6/19/19, effective 7/24/19;
Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.54(422) Roth individual retirement accounts. Roth individual retirement accounts were
authorized in the Taxpayer Relief Act of 1997 and are applicable for tax years beginning after
December 31, 1997. Generally, no deduction is allowed on either the federal income tax return or the
Iowa individual income tax return for a contribution to a Roth IRA. The following subrules include
information about tax treatment of certain transactions for Roth IRAs.

302.54(1) Taxation of income derived from rolling over or converting existing IRAs to Roth IRAs. At
the time existing IRAs are rolled over to or converted to Roth IRAs in the 1998 calendar year or in a
subsequent year, any income realized from the rollover or conversion of the existing IRA is taxable.
However, in the case of conversion of existing IRAs to Roth IRAs in 1998, the taxpayer can make an
election to have all the income realized from the conversion subject to tax in 1998 rather than have the
conversion income spread out over four years. If the conversion income is spread out over four years,
one-fourth of the conversion income is included on the 1998 Iowa and federal returns of the taxpayer
and one-fourth of the income is included on the taxpayer’s Iowa and federal returns for each of the
following three tax years. Note that if an existing IRA for an individual is converted to a Roth IRA for
the individual in a calendar year after 1998, all the income realized from the conversion is to be reported
on the federal return and the Iowa return for that tax year for the individual. That is, when conversion of
existing IRAs to Roth IRAs occurs after 1998, there is no provision for having the conversion income
taxed over four years.

For example, an Iowa resident converted three existing IRAs to one Roth IRA in 1998, realized
$20,000 in income from the conversion, and did not elect to have all the conversion income taxed on
the 1998 Iowa and federal returns. Because the taxpayer did not make the election so all the conversion
income was taxed in 1998, $5,000 in conversion income was to be reported on the taxpayer’s federal
and Iowa returns for 1998 and similar incomes were to be reported on the federal and Iowa returns
for 1999, 2000, and 2001. Note that to the extent the recipient of the Roth IRA conversion income is
eligible, the conversion income is subject to the pension/retirement income exclusion described in rule
701—302.47(422).

302.54(2) Roth IRA conversion income for part-year residents. To the extent that an Iowa resident
has Roth IRA conversion income on the individual’s federal income tax return, the same income will
be included on the resident’s Iowa income tax return. However, when an individual with Roth IRA
conversion income in the tax year is a part-year resident of Iowa, the individual may allocate the
conversion income on the Iowa return in the ratio of the taxpayer’s months in Iowa during the tax year
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to 12 months. In a situation where an individual spends more than half of a month in Iowa, that month
is to be reported to Iowa for purposes of the allocation.

For example, an individual moved to Des Moines from Omaha on June 12, 1998, and had $20,000
in Roth IRA conversion income in 1998. Because the individual spent 7 months in Iowa in 1998, 7/12,
or 60 percent, of the $20,000 in conversion income is allocated to Iowa. Thus, $12,000 of the conversion
income should be reported on the taxpayer’s Iowa return for 1998.

This rule is intended to implement Iowa Code section 422.7 as amended by 1998 Iowa Acts, Senate
File 2357.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.55(422) Exemption of income payments for victims of the Holocaust and heirs of
victims. For tax years beginning on or after January 1, 2000, income payments received by individuals
because they were victims of the Holocaust or income payments received by individuals who are heirs
of victims of the Holocaust are excluded in the computation of net incomes, to the extent the payments
were included in the individuals’ federal adjusted gross incomes. Victims of the Holocaust were victims
of persecution in the World War II era for racial, ethnic or religious reasons by Nazi Germany or other
Axis regime.

Holocaust victims may receive income payments for slave labor performed in the World War II
era. Income payments may also be received by Holocaust victims as reparation for assets stolen from,
hidden from, or otherwise lost in the World War II era, including proceeds from insurance policies of
the victims. The World War II era includes the time of the war and the time immediately before and
immediately after the war. However, income from assets acquired with the income payments or from
the sale of those assets shall not be excluded from the computation of net income. The exemption of
income payments shall only apply to the first recipient of the income payments who was either a victim
of persecution by Nazi Germany or any other Axis regime or a person who is an heir of the victim of
persecution.

This rule is intended to implement Iowa Code sections 217.39 and 422.7.
[Editorial change: IAC Supplement 11/2/22]

701—302.56(422) Taxation of income from the sale of obligations of the state of Iowa and its
political subdivisions. For tax years beginning on or after January 1, 2001, income from the sale of
obligations of the state of Iowa and its political subdivisions shall be added to Iowa net income to the
extent not already included. Gains or losses from the sale or other disposition of bonds issued by the
state of Iowa or its political subdivisions shall be included in Iowa net income unless the law authorizing
these obligations specifically exempts the income from the sale or other disposition of the bonds from
the Iowa individual income tax.

This rule is intended to implement Iowa Code section 422.7 as amended by 2001 Iowa Acts, chapter
116.
[Editorial change: IAC Supplement 11/2/22]

701—302.57(422) Installment sales by taxpayers using the accrual method of accounting. For
tax years beginning on or after January 1, 2000, and prior to January 1, 2002, taxpayers who use the
accrual method of accounting and who have sales or exchanges of property that they reported on the
installment method for federal income tax purposes must report the total amount of the gain or loss from
the transaction in the tax year of the sale or exchange pursuant to Section 453 of the Internal Revenue
Code as amended up to and including January 1, 2000.

EXAMPLE 1. Taxpayer Jones uses the accrual method of accounting for reporting income. In 2001,
Mr. Jones sold farmland he had held for eight years for $200,000 which resulted in a capital gain of
$50,000. For federal income tax purposes, Mr. Jones elected to report the transaction on the installment
basis, where he reported $12,500 of the gain on his 2001 federal return and will report capital gains of
$12,500 on each of his federal returns for the 2002, 2003 and 2004 tax years.

However, for Iowa income tax purposes, Mr. Jones must report on his 2001 Iowa return the entire
capital gain of $50,000 from the land sale. Although Taxpayer Jonesmust report a capital gain of $12,500

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/217.39.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf


Ch 302, p.52 Revenue[701] IAC 11/1/23

on each of his federal income tax returns for 2002, 2003 and 2004, from the installment sale of the
farmland in 2001, he will not have to include the installments of $12,500 on his Iowa income tax returns
for those three tax years because Mr. Jones had reported the entire capital gain of $50,000 from the 2001
transaction on his 2001 Iowa income tax return.

EXAMPLE 2. Taxpayer Smith uses the accrual method of accounting for reporting income. In 2002,
Mr. Smith sold farmland he had held for eight years for $500,000 which resulted in a capital gain of
$100,000. For federal income tax purposes, Mr. Smith elected to report the transaction on the installment
basis, where he reported $20,000 of the gain on his 2002 federal return and will report the remaining
capital gains on federal returns for the four subsequent tax years. Because this installment sale occurred
in 2002, Mr. Smith shall report $20,000 of the capital gain on his Iowa income tax return for 2002 and
will report the balance of the capital gains from the installment sale on Iowa returns for the next four tax
years, the same as reported on his federal returns for those years.

This rule is intended to implement Iowa Code section 422.7 as amended by 2002 Iowa Acts, House
File 2116.
[Editorial change: IAC Supplement 11/2/22]

701—302.58(422) Exclusion of distributions from retirement plans by national guard members
and members of military reserve forces of the United States. For tax years beginning on or after
January 1, 2002, members of the Iowa national guard or members of military reserve forces of the United
States who are ordered to national guard duty or federal active duty are not subject to Iowa income tax on
the amount of distributions received during the tax year from qualified retirement plans of the members
to the extent the distributions were taxable for federal income tax purposes. In addition, the members
are not subject to state penalties on the distributions even though the members may have been subject to
federal penalties on the distributions for early withdrawal of benefits. Because the distributions described
above are not taxable for Iowa income tax purposes, a national guard member or armed forces reserve
member who receives a distribution from a qualified retirement plan may request that the payer of the
distribution not withhold Iowa income tax from the distribution.

This rule is intended to implement 2011 Iowa Code Supplement section 422.7 as amended by 2012
Iowa Acts, Senate File 2097.
[ARC 0337C, IAB 9/19/12, effective 10/24/12; Editorial change: IAC Supplement 11/2/22]

701—302.59 Reserved.

701—302.60(422) Additional first-year depreciation allowance.
302.60(1) Assets acquired after September 10, 2001, but before May 6, 2003. For tax periods ending

after September 10, 2001, but beginning before May 6, 2003, the additional first-year depreciation
allowance (“bonus depreciation”) of 30 percent authorized in Section 168(k) of the Internal Revenue
Code, as enacted by Public Law No. 107-147, Section 101, does not apply for Iowa individual income
tax. Taxpayers who claim the bonus depreciation on their federal income tax return must add the total
amount of depreciation claimed on assets acquired after September 10, 2001, but before May 6, 2003,
and subtract the amount of depreciation taken on such property using the modified accelerated cost
recovery system (MACRS) depreciation method applicable under Section 168 of the Internal Revenue
Code without regard to Section 168(k).

If any such property was sold or disposed of during the tax year, the applicable depreciation catch-up
adjustment must be made to adjust the basis of the property for Iowa tax purposes. The gain or loss
reported on the sale or disposition of these assets for federal tax purposes must be adjusted for Iowa tax
purposes to account for the adjusted basis of assets.

The adjustment for both depreciation and the gain or loss on the sale of qualifying assets acquired
after September 10, 2001, but before May 6, 2003, can be calculated on Form IA 4562A.

See 701—subrule 502.22(1) for examples illustrating how this subrule is applied.
302.60(2) Assets acquired after May 5, 2003, but before January 1, 2005. For tax periods beginning

after May 5, 2003, but beginning before January 1, 2005, the bonus depreciation of 50 percent
authorized in Section 168(k) of the Internal Revenue Code, as amended by Public Law No. 108-27,
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Section 201, may be taken for Iowa individual income tax. If the taxpayer elects to take the 50 percent
bonus depreciation, the depreciation deduction allowed on the Iowa individual income tax return is the
same as the depreciation deduction allowed on the federal income tax return for assets acquired after
May 5, 2003, but before January 1, 2005.

a. If the taxpayer elects to take the 50 percent bonus depreciation and had filed an Iowa return prior
to February 24, 2005, which reflected the disallowance of 50 percent bonus depreciation, the taxpayer
may choose between two options to reflect this change. Taxpayer may either file an amended return for
the applicable tax year to reflect the 50 percent bonus depreciation provision, or taxpayer may reflect the
change for 50 percent bonus depreciation on the next Iowa return filed subsequent to February 23, 2005.
Taxpayer must choose only one of these two options. Regardless of the option chosen, taxpayer must
complete and attach a revised Form IA 4562A to either the amended return or the return filed subsequent
to February 23, 2005.

EXAMPLE 1: Taxpayer filed a 2003 Iowa individual income tax return on April 15, 2004, which
reflected an adjustment of $50,000 for the difference between federal depreciation and Iowa depreciation
relating to the disallowance of 50 percent bonus depreciation. Taxpayer now elects to take the 50 percent
bonus depreciation for Iowa tax purposes. Taxpayer may either amend the 2003 Iowa return to reflect a
$50,000 reduction in Iowa taxable income, or taxpayer may take the additional deduction of $50,000 on
taxpayer’s 2004 Iowa return that is filed after February 23, 2005.

EXAMPLE 2: Assume the same facts as given in Example 1, and taxpayer filed a 2004 Iowa return
prior to February 24, 2005. Taxpayer did not take an additional $50,000 deduction on the 2004 Iowa
return. Taxpayer may either amend the 2003 Iowa return to reflect a $50,000 reduction in Iowa taxable
income, or taxpayer may take the additional deduction of $50,000 on taxpayer’s 2005 Iowa return.

b. If the taxpayer elects not to take the 50 percent bonus depreciation, taxpayer must add the
total amount of depreciation claimed on assets acquired after May 5, 2003, but before January 1, 2005,
and subtract the amount of depreciation taken on such property using the modified accelerated cost
recovery system (MACRS) depreciation method applicable under Section 168 of the Internal Revenue
Code without regard to Section 168(k). If any such property was sold or disposed of during the tax year,
the applicable depreciation catch-up adjustment must be made to adjust the basis of the property for Iowa
tax purposes. The gain or loss reported on the sale or disposition of these assets for federal tax purposes
must be adjusted for Iowa tax purposes to account for the adjusted basis of assets. The adjustment for
both depreciation and the gain or loss on the sale of qualifying assets acquired after May 5, 2003, but
before January 1, 2005, can be calculated on Form IA 4562A.

302.60(3) Assets acquired after December 31, 2007, but before January 1, 2010. For tax periods
beginning after December 31, 2007, but beginning before January 1, 2010, the bonus depreciation of
50 percent authorized in Section 168(k) of the Internal Revenue Code, as amended by Public Law
No. 110-185, Section 103, and Public Law 111-5, Section 1201, does not apply for Iowa individual
income tax. Taxpayers who claim the bonus depreciation on their federal income tax return must add the
total amount of depreciation claimed on assets acquired after December 31, 2007, but before January 1,
2010, and subtract the amount of depreciation taken on such property using the modified accelerated cost
recovery system (MACRS) depreciation method applicable under Section 168 of the Internal Revenue
Code without regard to Section 168(k).

If any such property was sold or disposed of during the tax year, the applicable depreciation catch-up
adjustment must be made to adjust the basis of the property for Iowa tax purposes. The gain or loss
reported on the sale or disposition of these assets for federal tax purposes must be adjusted for Iowa tax
purposes to account for the adjusted basis of assets.

The adjustment for both depreciation and the gain or loss on the sale of qualifying assets acquired
after December 31, 2007, but before January 1, 2010, can be calculated on Form IA 4562A.

See rule 701—502.22(422) for examples illustrating how this rule is applied.
302.60(4) Qualified disaster assistance property. For property placed in service after December 31,

2007, with respect to federal declared disasters occurring before January 1, 2010, the bonus depreciation
of 50 percent authorized in Section 168(n) of the Internal Revenue Code for qualified disaster assistance
property, as amended by Public Law 110-343, Section 710, does not apply for Iowa individual income

https://www.legis.iowa.gov/docs/iac/rule/701.502.22.pdf
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tax. Taxpayers who claim the bonus depreciation on their federal income tax return must add the total
amount of depreciation claimed on qualified disaster assistance property and subtract the amount of
depreciation taken on such property using the modified accelerated cost recovery system (MACRS)
depreciation method applicable under Section 168 of the Internal Revenue Code without regard to
Section 168(n).

If any such property was sold or disposed of during the tax year, the applicable depreciation catch-up
adjustment must be made to adjust the basis of the property for Iowa tax purposes. The gain or loss
reported on the sale or disposition of this property for federal tax purposes must be adjusted for Iowa tax
purposes to account for the adjusted basis of such property.

The adjustment for both depreciation and the gain or loss on the sale of qualifying disaster assistance
property can be calculated on Form IA 4562A.

302.60(5) Assets acquired after December 31, 2009, but before January 1, 2014. For tax periods
beginning after December 31, 2009, but beginning before January 1, 2014, the bonus depreciation
authorized in Section 168(k) of the Internal Revenue Code, as amended by Public Law No. 111-240,
Section 2022, Public Law No. 111-312, Section 401, and Public Law No. 112-240, Section 331, does
not apply for Iowa individual income tax. Taxpayers who claim the bonus depreciation on their federal
income tax return must add the total amount of depreciation claimed on assets acquired after December
31, 2009, but before January 1, 2014, and subtract the amount of depreciation taken on such property
using the modified accelerated cost recovery system (MACRS) depreciation method applicable under
Section 168 of the Internal Revenue Code without regard to Section 168(k).

If any such property was sold or disposed of during the tax year, the applicable depreciation catch-up
adjustment must be made to adjust the basis of the property for Iowa tax purposes. The gain or loss
reported on the sale or disposition of these assets for federal tax purposes must be adjusted for Iowa tax
purposes to account for the adjusted basis of assets.

The adjustment for both depreciation and the gain or loss on the sale of qualifying assets acquired
after December 31, 2009, but before January 1, 2014, can be calculated on Form IA 4562A.

See 701—subrule 502.22(3) for examples illustrating how this subrule is applied.
This rule is intended to implement Iowa Code section 422.7 as amended by 2013 Iowa Acts, Senate

File 106.
[ARC 8589B, IAB 3/10/10, effective 4/14/10; ARC 9820B, IAB 11/2/11, effective 12/7/11; ARC 1101C, IAB 10/16/13, effective
11/20/13; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.61(422) Exclusion of active duty pay of national guard members and armed forces
military reserve members for service under orders for Operation Iraqi Freedom, Operation
Noble Eagle, Operation Enduring Freedom or Operation New Dawn. For tax years beginning on
or after January 1, 2003, active duty pay received by national guard members and armed forces reserve
members is excluded to the extent the income is included in federal adjusted gross income and to the
extent the active duty pay is for service under military orders for Operation Iraqi Freedom, Operation
Noble Eagle or Operation Enduring Freedom. For tax years beginning on or after January 1, 2010,
active duty pay received by national guard members and armed forces reserve members is excluded to
the extent the income is included in federal adjusted gross income and to the extent the active duty pay
is for service under military orders for Operation New Dawn. National guard members and military
reserve members receiving active duty pay on or after January 1, 2003, but before January 1, 2011, for
service not covered by military orders for one of the operations specified above are subject to Iowa
income tax on the active duty pay to the extent the active duty pay is included in federal adjusted gross
income. For active duty pay received on or after January 1, 2011, see rule 701—302.76(422). An
example of a situation where the active duty pay may not be included in federal adjusted gross income
is when the active duty pay was received for service in an area designated as a combat zone or in an
area designated as a hazardous duty area so the income may be excluded from federal adjusted gross
income. That is, if an individual’s active duty military pay is not subject to federal income tax, the
active duty military pay will not be taxable on the individual’s Iowa income tax return.
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National guard members and military reserve members who are receiving active duty pay for service
on or after January 1, 2003, that is exempt from Iowa income tax, may complete an IA W-4 Employee
Withholding Allowance Certificate and claim exemption from Iowa income tax for active duty pay
received during the time they are serving on active duty pursuant to military orders for Operation Iraqi
Freedom, Operation Noble Eagle, Operation Enduring Freedom or Operation New Dawn.

This rule is intended to implement Iowa Code section 422.7 as amended by 2011 Iowa Acts, House
File 652.
[ARC 9822B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.62(422) Deduction for overnight expenses not reimbursed for travel away from home
of more than 100 miles for performance of service as a member of the national guard or armed
forces military reserve. A taxpayer may subtract, in computing net income, the costs not reimbursed
that were incurred for overnight transportation, meals and lodging expenses for travel away from the
taxpayer’s homemore than 100miles, to the extent the travel expenses were incurred for the performance
of services on or after January 1, 2003, by the taxpayer as a national guard member or an armed forces
military reserve member. The deduction for Iowa tax purposes is the same that is allowed for federal
income tax purposes.

This rule is intended to implement Iowa Code section 422.7 as amended by 2005 Iowa Acts, House
File 186.
[Editorial change: IAC Supplement 11/2/22]

701—302.63(422) Exclusion of income from military student loan repayments. Individuals serving
on active duty in the national guard, armed forcesmilitary reserve or the armed forces of the United States
may subtract, to the extent included in federal adjusted gross income, income from military student loan
repayments made on or after January 1, 2003.

This rule is intended to implement Iowa Code section 422.7 as amended by 2003 Iowa Acts, House
File 674.
[Editorial change: IAC Supplement 11/2/22]

701—302.64(422) Exclusion of death gratuity payable to an eligible survivor of a member of the
armed forces, including a member of a reserve component of the armed forces who has died while
on active duty. An eligible survivor of a member of the armed forces, including a member of a reserve
component of the armed forces, who has died while on active duty may subtract, to the extent included
in federal adjusted gross income, a gratuity death payment made to the eligible survivor of a member
of the armed forces who died while on active duty after September 10, 2001. This exclusion applies to
a gratuity death payment made to the eligible survivor of any person in the armed forces or a reserve
component of the armed forces who died while on active duty after September 10, 2001.

The purpose of the death gratuity is to provide a cash payment to assist a survivor of a deceased
member of the armed forces to meet financial needs during the period immediately following a service
member’s death and before other survivor benefits, if any, become available.

This rule is intended to implement Iowa Code section 422.7 as amended by 2003 Iowa Acts, House
File 674.
[Editorial change: IAC Supplement 11/2/22]

701—302.65(422) Section 179 expensing.
302.65(1) In general. Iowa taxpayers who elect to expense certain depreciable business assets in

the year the assets were placed in service under Section 179 of the Internal Revenue Code must also
expense those same assets for Iowa income tax purposes in that year. However, for certain years, the
Iowa limitations on this deduction are different from the federal limitations for the same year. This means
that for some tax years, adjustments are required to determine the correct Iowa section 179 expensing
deduction, as described in this rule.

302.65(2) Claiming the deduction.
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a. Timing and requirement to follow federal election. A taxpayer who takes a federal section 179
deduction must also take the deduction for the same asset in the same year for Iowa purposes, except
as expressly provided by Iowa law or this rule. A taxpayer who takes a federal section 179 deduction
is not permitted to opt out of taking the same deduction for Iowa purposes. A taxpayer who does not
take a federal section 179 deduction on a specific qualifying asset is not permitted to take a section 179
deduction for Iowa purposes on that asset.

b. Qualifying for the deduction. Whether a specific business asset qualifies for a section 179
deduction is determined by the Internal Revenue Code (Title 26, U.S. Code) and applicable federal
regulations for both federal and Iowa purposes.

c. Amount of the Iowa deduction. Generally, the Iowa deduction must equal the amount of the
federal deduction taken for the same asset in the same year, subject to special Iowa limitations. The
following chart provides a comparison of the Iowa and federal section 179 dollar limitations and
reduction limitations. See rule 701—502.23(422) for the section 179 rules applicable to corporations
(both C and S corporations) and other entities subject to the corporate income tax, and see rule
701—602.24(422) for the section 179 rules applicable to financial institutions subject to the franchise
tax.

Section 179 Deduction Allowances Under Federal and Iowa Law
Federal Iowa

Tax Year Dollar Limitation Reduction Limitation Dollar Limitation Reduction Limitation
2003 $ 100,000 $ 400,000 $ 100,000 $ 400,000
2004 102,000 410,000 102,000 410,000
2005 105,000 420,000 105,000 420,000
2006 108,000 430,000 108,000 430,000
2007 125,000 500,000 125,000 500,000
2008 250,000 800,000 250,000 800,000
2009 250,000 800,000 133,000 530,000
2010 500,000 2,000,000 500,000 2,000,000
2011 500,000 2,000,000 500,000 2,000,000
2012 500,000 2,000,000 500,000 2,000,000
2013 500,000 2,000,000 500,000 2,000,000
2014 500,000 2,000,000 500,000 2,000,000
2015 500,000 2,000,000 500,000 2,000,000
2016 500,000 2,010,000 25,000 200,000
2017 510,000 2,030,000 25,000 200,000
2018 1,000,000 2,500,000 70,000 280,000
2019 1,020,000 2,550,000 100,000 400,000
2020 and later Iowa limitations are the same as federal

d. Reduction. Both the federal and the Iowa deductions for section 179 assets are reduced (phased
out dollar for dollar) for taxpayers whose total section 179 assets placed in service during a given year
cost more than the amount specified (reduction limitation) for that year. Like the deduction limitation,
the Iowa and federal reduction limitations are different for certain years. See paragraph 302.65(2)“c”
for applicable limitations.

EXAMPLE: Taxpayer purchases $400,000 worth of qualifying section 179 assets and places all of
them in service in 2018. Taxpayer claims a section 179 deduction of $400,000 for the full cost of the
assets on the 2018 federal return. The Iowa section 179 deduction for 2018 is phased out dollar for
dollar by the amount of section 179 assets placed in service in excess of $280,000. This means that, for
2018, the Iowa deduction is fully phased out if the taxpayer placed in service section 179 assets that cost,
in total, more than $350,000. Since the cost of the qualifying assets in this example exceeds the Iowa
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section 179 phase-out limit, the taxpayer cannot claim any section 179 deduction on the Iowa return.
However, the taxpayer may depreciate the entire cost of the assets for Iowa purposes.

e. Amounts in excess of the Iowa limits.
(1) Recovering the excess. Due to the differences between the Iowa and federal limitations for

certain years, taxpayers may have a federal section 179 deduction that exceeds the amount allowed
for Iowa purposes. This excess amount is handled in different ways depending on the source of the
deduction.

1. Assets placed in service by the taxpayer or entity reporting the deduction. The cost of any
section 179 assets placed in service by the taxpayer in excess of the Iowa limitation for a given year
may be recovered through regular depreciation under Section 168 of the Internal Revenue Code, without
regard to bonus depreciation under Section 168(k). The Iowa section 179 and depreciation deductions
and any basis adjustments resulting from the difference in timing of the recovery between Iowa and
federal law are calculated and tracked on forms made available on the department’s website.

EXAMPLE: Taxpayer purchases a $100,000 piece of equipment and places it in service in 2018.
Taxpayer claims a section 179 deduction of $100,000 for the full cost of the equipment on the 2018
federal return. Taxpayer is also required to claim a section 179 deduction of $70,000 on the 2018 Iowa
return (the full amount of the federal deduction up to the Iowa limit). The taxpayer can depreciate the
remaining $30,000 cost of the equipment for Iowa purposes.

2. Special election for assets placed in service by a pass-through entity when the section 179
deduction is claimed by the owner of that pass-through. See subrule 302.65(3) for information on a
special election available to certain owners of pass-through entities related to any section 179 deductions
passed through from a partnership or other entity that, in the aggregate, exceed the Iowa limitations.

(2) Application of limitation to pass-throughs. In the case of pass-through entities, section 179
limitations apply at both the entity level and the owner level. Pass-through entities that are required to
file an Iowa return and that actually place section 179 assets in service should follow 302.65(2)“e”(1)“1”
to account for any assets for which the total federal section 179 deductions for a given year exceeded
the Iowa limitation. Owners of pass-throughs receiving section 179 deductions from one or more
pass-throughs that, in the aggregate, exceed the Iowa limitations should follow 302.65(2)“e”(1)“2.”

EXAMPLE: Partner A (an individual and an Iowa resident) owns 50 percent interests in each of three
partnerships: C, D, and E. Partnership C does business exclusively in Iowa, places $200,000 worth of
section 179 assets in service during tax year 2019 and claims a federal section 179 deduction for the
full cost of the assets. Because C is required to file an Iowa partnership return, C is subject to the
Iowa section 179 limitations for 2019 and must adjust its Iowa section 179 deduction as provided in
302.65(2)“e”(1)“1.” C passes 50 percent of its section 179 deduction ($100,000 for federal purposes,
$50,000 for Iowa purposes) through to A. A also receives $50,000 each in section 179 deductions from
D and E, for a total of $150,000 in section 179 deductions (for Iowa purposes) in 2019. A is subject to
the $100,000 Iowa section 179 deduction limitation for 2019, but because A received total section 179
deductions from one or more pass-throughs in excess of the 2019 Iowa limitation, A is eligible for the
special election referenced in 302.65(2)“e”(1)“2.”

f. Income limitation. The Iowa section 179 deduction for any given year is limited to the
taxpayer’s income from active conduct in a trade or business in the same manner that the section
179 deduction is limited for federal purposes. If an allowable Iowa section 179 deduction exceeds
the taxpayer’s business income for a given year, any excess may be carried forward as described in
paragraph 302.65(2)“g.”

g. Carryforward. This paragraph applies only to amounts that do not exceed the Iowa section 179
deduction limitations for a given year but do exceed the taxpayer’s business income for that year. As
with the federal deduction, allowable Iowa section 179 deductions claimed in a given year that exceed
a taxpayer’s business income may be carried forward and claimed in future years. This carryforward,
if any, is calculated using only amounts up to the Iowa limit. Any federal section 179 deduction the
taxpayer claimed in excess of the Iowa limit is not an Iowa section 179 deduction and therefore is not
eligible for the carryforward described in this paragraph. Such amounts must instead be recovered as
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described in paragraph 302.65(2)“e,” or in subrule 302.65(3) for taxpayers receiving the deduction from
one or more pass-through entities and making the special election as described in that subrule.

EXAMPLE: Taxpayer purchases a $100,000 piece of equipment and places it in service in 2019.
Taxpayer claims a section 179 deduction of $100,000 for the full cost of the equipment on the 2019
federal return. Taxpayer is also required to claim a section 179 deduction of $100,000 on the 2019
Iowa return (because the federal deduction is equal to the Iowa limit for the year, the Iowa and federal
deductions are the same). However, the taxpayer has only $50,000 in business income for 2019, so the
allowable deduction for that year is limited to $50,000. The remaining $50,000 may be carried forward
and applied as a section 179 deduction (subject to all limitations) in 2020, and in any future years until
the amount is fully deducted.

h. Differences in basis. Iowa adjustments for differences between the Iowa and federal section
179 deduction limitations may cause the taxpayer to have a different basis in the same asset for Iowa
and federal purposes. Taxpayers are required to use forms made available on the department’s website
to calculate and track these differences.

302.65(3) Section 179 deduction received from a pass-through entity. In some cases, an individual or
entity that receives income from one or more pass-through entities may receive a section 179 deduction in
excess of the Iowa deduction limitation listed in paragraph 302.65(2)“c” for a given year. The individual
or entity may be eligible for a special election with regard to that excess section 179 deduction, as
described in this subrule.

a. Tax years beginning before January 1, 2018. For tax years beginning before January 1, 2018,
the amount of any section 179 deduction received in excess of the Iowa deduction limitation for that year
is not eligible for the special election.

b. Special election available for tax years 2018 and 2019. For tax years beginning on or after
January 1, 2018, but before January 1, 2020, an individual or entity that receives a section 179 deduction
from one or more pass-through entities in excess of the Iowa deduction limitation for that tax year may
elect to deduct the excess in future years, as described in this subrule. See rule 701—502.23(422) for
rules applicable to corporations (both C and S corporations) and other entities subject to the corporate
income tax, and see rule 701—602.24(422) for rules applicable to financial institutions subject to the
franchise tax.

(1) This special election applies only to section 179 deductions passed through to the individual or
entity by one or more other entities.

(2) If the total Iowa section 179 deduction passed through to the individual or entity exceeds the
federal section 179 deduction limitation for that year, the individual or entity may only use the amount
up to the federal limitation when calculating the deduction under this election. Any amount in excess of
the federal limitation shall not be deducted for Iowa purposes.

c. Section 179 assets of an individual or entity. An individual or entity that makes the special
election may not claim an Iowa section 179 deduction for any assets the individual or entity placed in
service during the same year but must instead depreciate such assets using the modified accelerated cost
recovery system (MACRS) without regard to bonus depreciation under Section 168(k) of the Internal
Revenue Code. To the extent the individual or entity claimed a federal section 179 deduction on those
assets, the Iowa depreciation deductions and any basis adjustments resulting from the difference in timing
of the recovery between Iowa law and federal law are calculated and tracked on forms made available
on the department’s website.

EXAMPLE: A is a sole proprietor who places in service $20,000 worth of section 179 assets in tax year
2018 and claims the deduction for the full amount for federal purposes. A is also a partner in Partnership
B, an out-of-state partnership with no Iowa filing obligation. Partnership B also places section 179
assets in service, properly claims a federal section 179 deduction, and passes a total of $100,000 of
that deduction through to A. For federal purposes, A has a total of $120,000 in section 179 deductions.
Because A has section 179 deductions from a pass-through that exceed the Iowa limitation for the year,
A is eligible for the special election. A makes the special election and claims the maximum Iowa section
179 deduction of $70,000 on the amount passed through from Partnership B. Under the special election,
A will be allowed to deduct the remaining $30,000 passed through from Partnership B over the next five
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years, as described in paragraph 302.65(3)“e.” However, because A made the special election, A will
be required to depreciate the entire $20,000 cost of the assets A placed in service as a sole proprietor.

d. Calculating the special election. An eligible individual or entity electing to take advantage of
the special election must first add together all section 179 deductions which the individual or entity
received from all relevant pass-through entities. The individual or entity must claim an aggregate Iowa
section 179 deduction equal to the Iowa limit for the tax year. This amount must be subtracted from
the total. Whatever remains is the amount the individual or entity will be permitted to deduct (special
election deduction) in future years.

e. Special election deduction.
(1) Calculation. The remaining amount from paragraph 302.65(3)“d” must be divided into five

equal shares.
(2) Claiming the special election deduction. The individual or entity may deduct one of the five

shares in each of the next five years. The dollar limitations and reduction limitations on section 179
deductions do not apply to special deduction amounts allowed over the five-year period under this
paragraph.

(3) Excess special deduction. The special election deduction for a given year is limited to the
taxpayer’s business income for that year. Any excess may be carried forward to future years. Any
amounts carried forward under this subparagraph shall be added to, and treated in the same manner as,
regular Iowa section 179 deduction carryforwards as described in paragraph 302.65(2)“g.”

EXAMPLE: A is an Iowa resident who is a partner in a partnership that does not do business in Iowa. In
2019, the partnership passes through a $600,000 federal section 179 deduction and does not recalculate
the deduction for Iowa purposes, because the partnership has no obligation to file an Iowa return. A
claims an Iowa section 179 deduction of $100,000 (the 2019 Iowa limitation) and elects the five-year
carryforward for the rest, meaning A will be allowed to take a $100,000 Iowa deduction in each of the
next five years.

In 2020, A is eligible for the $100,000 deduction carried forward under the election, but A only has
$50,000 in business income. The deduction is limited to business income, so A can only use $50,000
of the deduction in this year. However, A will be permitted to treat the excess $50,000 as a section 179
carryforward and use it to offset business income in future years until the deduction is used up.

f. Basis. The individual’s or entity’s basis in the pass-through entity assets is adjusted by the full
amount of the section 179 deduction passed through in the year that the section 179 deduction is received
and is therefore the same for both Iowa and federal purposes.

g. Later tax years. For tax years beginning on or after January 1, 2020, Iowa fully conforms to
the federal section 179 deduction and special Iowa treatment for excess section 179 deductions received
from pass-throughs is not available.

This rule is intended to implement Iowa Code section 422.7 as amended by 2019 Iowa Acts, Senate
File 220.
[ARC 9103B, IAB 9/22/10, effective 10/27/10; ARC 9820B, IAB 11/2/11, effective 12/7/11; ARC 1101C, IAB 10/16/13, effective
11/20/13; ARC 4142C, IAB 11/21/18, effective 12/26/18; ARC 4517C, IAB 6/19/19, effective 7/24/19; Editorial change: IAC
Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.66(422) Deduction for certain unreimbursed expenses relating to a human organ
transplant. For tax years beginning on or after January 1, 2005, a taxpayer, while living, may subtract
up to $10,000 in unreimbursed expenses that were incurred relating to the taxpayer’s donation of all or
part of a liver, pancreas, kidney, intestine, lung or bone marrow to another human being for immediate
human organ transplantation. The taxpayer can claim this deduction only once, and the deduction
can be claimed in the year in which the transplant occurred. The unreimbursed expenses must not be
compensated by insurance to qualify for the deduction.

The unreimbursed expenses which are eligible for the deduction include travel expenses, lodging
expenses and lost wages. If the deduction is claimed for travel expenses and lodging expenses, these
expenses cannot also be claimed as an itemized deduction for medical expenses under Section 213(d)
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of the Internal Revenue Code for Iowa tax purposes. The deduction for lost wages does not include any
sick pay or vacation pay reimbursed by an employer.

This rule is intended to implement Iowa Code section 422.7 as amended by 2005 Iowa Acts, House
File 801.
[Editorial change: IAC Supplement 11/2/22]

701—302.67(422) Deduction for alternative motor vehicles. For tax years beginning on or after
January 1, 2006, but beginning before January 1, 2015, a taxpayer may subtract $2,000 for the cost of
a clean fuel motor vehicle if the taxpayer was eligible to claim for federal tax purposes the alternative
motor vehicle credit under Section 30B of the Internal Revenue Code for this motor vehicle.

The vehicles eligible for this deduction include new qualified fuel cell motor vehicles, new advanced
lean burn technologymotor vehicles, new qualified hybridmotor vehicles, qualified plug-in electric drive
motor vehicles and new qualified alternative fuel vehicles. The advanced lean burn technology, qualified
hybrid and qualified alternative fuel vehicles must be placed in service before January 1, 2011, to qualify
for the deduction. The qualified plug-in electric drive motor vehicles must be placed in service before
January 1, 2012, to qualify for the deduction. The qualified fuel cell motor vehicles must be placed
in service before January 1, 2015, to qualify for the deduction. A taxpayer must claim a credit on the
taxpayer’s federal income tax return on federal Form 8910 to claim the deduction on the Iowa return.

This rule is intended to implement Iowa Code section 422.7.
[ARC 9820B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22]

701—302.68(422) Injured veterans grant program.
302.68(1) For tax years beginning on or after January 1, 2006, a taxpayer who receives a grant under

the injured veterans grant program provided in 2006 IowaActs, Senate File 2312, section 1, may subtract,
to the extent included in federal adjusted gross income, the amount of the grant received. The injured
veterans grant program is administered by the Iowa department of veterans affairs, and grants of up to
$10,000 are provided to veterans who are residents of Iowa and are injured in the line of duty in a combat
zone or in a zone where the veteran was receiving hazardous duty pay after September 11, 2001.

302.68(2) For tax years beginning on or after January 1, 2006, a taxpayer may subtract, to the
extent not otherwise deducted in computing adjusted gross income, the amounts contributed to the
department of veterans affairs for the purpose of providing grants under the injured veterans grant
program established in 2006 Iowa Acts, Senate File 2312, section 1. If a deduction is claimed for these
amounts contributed to the injured veterans grant program, this deduction cannot also be claimed as
an itemized deduction for charitable contributions under Section 170 of the Internal Revenue Code for
Iowa tax purposes.

This rule is intended to implement Iowa Code section 422.7 as amended by 2006 Iowa Acts, Senate
File 2312.
[Editorial change: IAC Supplement 11/2/22]

701—302.69(422) Exclusion of ordinary or capital gain income realized as a result of involuntary
conversion of property due to eminent domain. For tax years beginning on or after January 1, 2006, a
taxpayer may exclude the amount of ordinary or capital gain income realized as a result of the involuntary
conversion of property due to eminent domain for Iowa individual income tax. Eminent domain refers
to the authority of government agencies or instrumentalities of government to requisition or condemn
private property for any public improvement, public purpose or public use. The exclusion for Iowa
individual income tax can only be claimed in the year in which the ordinary or capital gain income was
reported on the federal income tax return.

In order for an involuntary conversion to qualify for this exclusion, the sale must occur due to the
requisition or condemnation, or its threat or imminence, if it takes place in the presence of, or under the
threat or imminence of, legal coercion relating to a requisition or condemnation. There are numerous
federal revenue rulings, court cases and other provisions relating to the definitions of the terms “threat”
and “imminence,” and these are equally applicable to the exclusion of ordinary or capital gains realized
for tax years beginning on or after January 1, 2006.
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302.69(1) Reporting requirements. In order to claim an exclusion of ordinary or capital gain income
realized as a result of involuntary conversion of property due to eminent domain, the taxpayer must attach
a statement to the Iowa individual income tax return in the year in which the exclusion is claimed. The
statement should state the date and details of the involuntary conversion, including the amount of the
gain being excluded and the reasons why the gain meets the qualifications of an involuntary conversion
relating to eminent domain. In addition, if the gain results from the sale of replacement property as
outlined in subrule 302.69(2), information must be provided in the statement on that portion of the gain
that qualified for the involuntary conversion.

302.69(2) Claiming the exclusion when gain is not recognized for federal tax purposes. For federal
tax purposes, an ordinary or capital gain is not recognized when the converted property is replaced with
property that is similar to, or related in use to, the converted property. In those cases, the basis of the
old property is simply transferred to the new property, and no gain is recognized. In addition, when
property is involuntarily converted into money or other unlike property, any gain is not recognized when
replacement property is purchased within a specified period for federal tax purposes.

For Iowa individual income tax purposes, no exclusion will be allowed for ordinary or capital gain
income when there is no gain recognized for federal tax purposes. The exclusion will only be allowed
in the year in which ordinary or capital gain income is realized due to the disposition of the replacement
property for federal tax purposes, and the exclusion is limited to the amount of the ordinary or capital
gain income relating to the involuntary conversion. The basis of the property for Iowa individual income
tax purposes will remain the same as the basis for federal tax purposes and will not be altered because
of the exclusion allowed for Iowa individual income tax.

EXAMPLE: In 2007, taxpayer sold some farmland as a result of an involuntary conversion relating
to eminent domain and realized a gain of $50,000. However, the taxpayer purchased similar farmland
immediately after the sale, and no gain was recognized for federal tax purposes. Therefore, no exclusion
is allowed on the 2007 Iowa individual income tax return. In 2009, taxpayer sold the replacement
farmland that was not subject to an involuntary conversion and realized a total gain of $70,000, which
was reported on the 2009 federal income tax return. The taxpayer can claim a deduction of $50,000
on the 2009 Iowa individual income tax return relating to the gain that resulted from the involuntary
conversion.

This rule is intended to implement Iowa Code section 422.7.
[Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.70(422) Exclusion of income from sale, rental or furnishing of tangible personal property
or services directly related to production of film, television or video projects.

302.70(1) Projects registered on or after January 1, 2007, but before July 1, 2009. For tax years
beginning on or after January 1, 2007, a taxpayer who is a resident of Iowa may exclude, to the extent
included in federal adjusted gross income, income received from the sale, rental or furnishing of tangible
personal property or services directly related to the production of film, television, or video projects that
are registered with the film office of the Iowa department of economic development.

Income which can be excluded on the Iowa return must meet the criteria of a qualified expenditure
for purposes of the film qualified expenditure tax credit as set forth in rule 701—304.37(15,422). See
rule 701—300.17(422) for the determination of Iowa residency.

However, if a taxpayer claims this income tax exclusion, the same taxpayer cannot also claim the
film qualified expenditure tax credit as described in rule 701—304.37(15,422). In addition, any taxpayer
who claims this income tax exclusion cannot have an equity interest in a business which received a film
qualified expenditure tax credit. Finally, any taxpayer who claims this income tax exclusion cannot
participate in the management of the business which received the film qualified expenditure tax credit.

EXAMPLE: A production company which registers with the film office for a project is a limited
liability company with three members, all of whom are Iowa residents. If any of the three members
receives income that is a qualified expenditure for purposes of the film qualified expenditure tax credit,
such member(s) cannot exclude this income on the Iowa income tax return because the member(s) has
an equity interest in the business which received the credit.
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302.70(2) Projects registered on or after July 1, 2009. For tax years beginning on or after July
1, 2009, a taxpayer who is a resident of Iowa may exclude no more than 25 percent of the income
received from the sale, rental or furnishing of tangible personal property or services directly related
to the production of film, television, or video projects that are registered with the film office of the
Iowa department of economic development in the year in which the qualified expenditure occurred. A
reduction of 25 percent of the income is allowed to be excluded for the three subsequent tax years.

EXAMPLE: An Iowa taxpayer received $10,000 in income in the 2010 tax year related to qualified
film expenditures for a project registered on February 1, 2010. The $10,000 was reported as income
on taxpayer’s 2010 federal tax return. Taxpayer may exclude $2,500 of income on the Iowa individual
income tax return for each of the tax years 2010-2013.

302.70(3) Repeal of exclusion. The exclusion of income from the sale, rental or furnishing of
tangible personal property or services directly related to production of film, television or video projects
is repealed for tax years beginning on or after January 1, 2012. However, the exclusion is still available
if the contract or agreement related to a film project was entered into on or before May 25, 2012.
Assuming the same facts as those in the example in subrule 302.70(2), the taxpayer can continue to
exclude $2,500 of income on the Iowa individual income tax return for the 2012 and 2013 tax years
since the contract or agreement was entered into on or before May 25, 2012.

This rule is intended to implement 2012 Iowa Acts, House File 2337, sections 38 to 40, and Iowa
Code section 422.7 as amended by 2012 Iowa Acts, House File 2337, section 33.
[ARC 8589B, IAB 3/10/10, effective 4/14/10; ARC 8702B, IAB 4/21/10, effective 5/26/10; ARC 0398C, IAB 10/17/12, effective
11/21/12; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.71(422) Exclusion for certain victim compensation payments. Effective for tax years
beginning on or after January 1, 2007, a taxpayer may exclude from Iowa individual income tax any
income received from certain victim compensation payments to the extent this income was reported on
the federal income tax return. The amounts which may be excluded from income include the following:

1. Victim compensation awards paid under the victim compensation program administered by the
department of justice in accordance with Iowa Code section 915.81, and received by the taxpayer during
the tax year.

2. Victim restitution payments received by a taxpayer during the tax year in accordance with Iowa
Code chapter 910 or 915.

3. Damages awarded by a court, and received by a taxpayer, in a civil action filed by a victim
against an offender during the tax year.

This rule is intended to implement Iowa Code section 422.7 as amended by 2007 Iowa Acts, Senate
File 70.
[Editorial change: IAC Supplement 11/2/22]

701—302.72(422) Exclusion of Vietnam Conflict veterans bonus.
302.72(1) For tax years beginning on or after January 1, 2007, but before January 1, 2013, a taxpayer

who received a bonus under the Vietnam Conflict veterans bonus program may subtract, to the extent
included in federal adjusted gross income, the amount of the bonus received. The Vietnam Conflict
veterans bonus is administered by the Iowa department of veterans affairs, and bonuses of up to $500 are
awarded to residents of Iowa who served on active duty in the armed forces of the United States between
July 1, 1973, and May 31, 1975.

302.72(2) For tax years beginning on or after January 1, 2008, but before January 1, 2013, a taxpayer
who received a bonus under the Vietnam Conflict veterans bonus program may subtract, to the extent
included in federal adjusted gross income, the amount of the bonus received. The Vietnam Conflict
veterans bonus is administered by the Iowa department of veterans affairs. Bonuses of up to $500 are
awarded to veterans who were inducted into active duty service from the state of Iowa, who served on
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active duty in the United States armed forces between July 1, 1958, and May 31, 1975, and who have
not received a bonus for that service from Iowa or another state.

This rule is intended to implement 2011 Iowa Code Supplement section 422.7 as amended by 2012
Iowa Acts, Senate File 2038.
[ARC 0337C, IAB 9/19/12, effective 10/24/12; Editorial change: IAC Supplement 11/2/22]

701—302.73(422) Exclusion for health care benefits of nonqualified tax dependents. Effective for
tax years beginning on or after January 1, 2009, but beginning before January 1, 2011, a taxpayer
may exclude from Iowa individual income tax the income reported from including nonqualified tax
dependents on the taxpayer’s health care plan, to the extent this income was reported on the federal
income tax return.

302.73(1) Term of coverage. Iowa Code section 509A.13B provides that group insurance, group
insurance for public employees, and individual health insurance policies or contracts permit continuation
of existing coverage for an unmarried child of an insured or enrollee, if the insured or enrollee so elects.
If the election is made, it will be in effect through the policy anniversary date on or after the date the
child marries, ceases to be a resident of Iowa, or attains the age of 25, whichever occurs first, so long as
the unmarried child maintains full-time status as a student in an accredited institution of postsecondary
education. These children can be included on the health care coverage even though they are not claimed
as a dependent on the federal and Iowa income tax returns.

302.73(2) Federal treatment. Section 105(b) of the Internal Revenue Code provides that the income
reported from including dependents on the taxpayer’s health care coverage is exempt from federal income
tax. However, income is reported for federal income tax purposes on the value of the health care coverage
of children who are not claimed as dependents on the taxpayer’s federal and Iowa income tax returns
for tax years beginning on or after January 1, 2009, but beginning before January 1, 2011. The amount
of income included on the federal income tax return is allowed to be excluded on the Iowa return. For
tax years beginning on or after January 1, 2011, income is no longer reported on the federal income tax
return on the value of health care coverage of children who are not claimed as dependents and who have
not attained age 27 as of the end of the tax year; therefore, no adjustment is required on the Iowa return.

This rule is intended to implement Iowa Code section 422.7 as amended by 2011 Iowa Acts, Senate
File 512.
[ARC 8605B, IAB 3/10/10, effective 4/14/10; ARC 9820B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22]

701—302.74(422) Exclusion for AmeriCorps Segal Education Award. Effective for tax years
beginning on or after January 1, 2010, a taxpayer may exclude from Iowa individual income tax any
amount of AmeriCorps Segal Education Award to the extent the education award was reported as
income on the federal income tax return. The AmeriCorps Segal Education Award is available to
individuals who complete a year of service in the AmeriCorps program. The education award can
be used to pay education costs at institutions of higher learning, for educational training, or to repay
qualified student loans.

This rule is intended to implement Iowa Code section 422.7 as amended by 2009 Iowa Acts, Senate
File 482.
[ARC 8605B, IAB 3/10/10, effective 4/14/10; Editorial change: IAC Supplement 11/2/22]

701—302.75(422) Exclusion of certain amounts received from Iowa veterans trust fund. For tax
years beginning on or after January 1, 2010, a taxpayer may subtract, to the extent included in federal
adjusted gross income, the amounts received from the Iowa veterans trust fund related to travel expenses
directly related to follow-up medical care for wounded veterans and their spouses and amounts received
related to unemployment assistance during a period of unemployment due to prolonged physical or
mental illness or disability resulting from military service.

This rule is intended to implement Iowa Code section 422.7 as amended by 2010 Iowa Acts, House
File 2532.
[ARC 9103B, IAB 9/22/10, effective 10/27/10; Editorial change: IAC Supplement 11/2/22]
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701—302.76(422) Exemption of active duty pay for armed forces, armed forces military reserve,
or the national guard. For tax years beginning on or after January 1, 2011, all pay received from the
federal government for military service performed while on active duty status in the armed forces, armed
forces military reserve, or the national guard is excluded to the extent the pay was included in federal
adjusted gross income.

302.76(1) Definition of active duty personnel. Active duty personnel who qualify for the exclusion
include the following:

a. Active duty members of the regular armed forces, which include the Army, Navy, Marines, Air
Force and Coast Guard of the United States.

b. Members of a reserve component of the Army, Navy, Marines, Air Force and Coast Guard who
are on an active duty status as defined in Title 10 of the United States Code.

c. Members of the national guard who are in an active duty status as defined in Title 10 of the
United States Code.

302.76(2) Military personnel who do not qualify for the exclusion include the following:
a. Members of a reserve component of the Army, Navy, Marines, Air Force and Coast Guard who

are not in an active duty status as defined in Title 10 of the United States Code.
b. Full-time members of the national guard who perform duties in accordance with Title 32 of the

United States Code.
c. Other members of the national guard who are not in an active duty status as defined in Title 10

of the United States Code.
d. Other members of the national guard who do not receive pay from the federal government.
302.76(3) Income from nonmilitary activities. Any wages earned from nonmilitary wages for

personal services conducted in Iowa by both residents and nonresidents of Iowa will still be subject to
Iowa individual income tax. In addition, both residents and nonresidents of Iowa who earn income from
businesses, trades, professions or occupations operated in Iowa that are unrelated to military activity
will be subject to Iowa individual income tax on that income.

302.76(4) Exemption from Iowa withholding. Active duty personnel meeting the requirements of
subrule 302.76(1) who are receiving pay from the federal government on or after January 1, 2011, that is
exempt from Iowa individual income tax may complete an IA W-4 Employee Withholding Allowance
Certificate and claim exemption from Iowa income tax for active duty pay received from the federal
government.

This rule is intended to implement Iowa Code section 422.7 as amended by 2011 Iowa Acts, House
File 652.
[ARC 9822B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.77(422) Exclusion of biodiesel production refund. A taxpayer may exclude, to the extent
included in federal adjusted gross income, the amount of the biodiesel production refund described in
rule 701—250.1(423).

This rule is intended to implement Iowa Code section 422.7.
[ARC 9821B, IAB 11/2/11, effective 12/7/11; ARC 5915C, IAB 9/22/21, effective 10/27/21; Editorial change: IAC Supplement
11/2/22]

701—302.78(422) Allowance of certain deductions for 2008 tax year.
302.78(1) For the tax year beginning on or after January 1, 2008, but before January 1, 2009, the

following deductions provided in the federal Emergency Economic Stabilization Act of 2008, Public
Law No. 110-343, will be allowed on the Iowa individual income tax return:

a. The deduction for certain expenses of elementary and secondary school teachers allowed under
Section 62(a)(2)(D) of the Internal Revenue Code.

b. The deduction for qualified tuition and related expenses allowed under Section 222 of the
Internal Revenue Code.

c. The deduction for disaster-related casualty losses allowed under Section 165(h) of the Internal
Revenue Code.
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302.78(2) Taxpayers who did not claim these deductions on the Iowa return for 2008 as originally
filed, or taxpayers who claimed these deductions on the Iowa return as filed and subsequently filed an
amended return disallowing these deductions, must file an amended return for the 2008 tax year to
claim these deductions. The amended return must be filed within the statute of limitations provided
in 701—subrules 305.3(8) and 305.3(15). If the amended return is filed within the statute of limitations,
the taxpayer is only entitled to a refund of the excess tax paid. The taxpayer will not be entitled to any
interest on the excess tax paid.

This rule is intended to implement Iowa Code sections 422.7 and 422.9 as amended by 2011 Iowa
Acts, Senate File 533.
[ARC 9820B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.79(422) Special filing provisions related to 2010 tax changes.
302.79(1) For the tax year beginning on or after January 1, 2010, but before January 1, 2011, the

following adjustments will be allowed on the Iowa individual income tax return:
a. The deduction for certain expenses of elementary and secondary school teachers allowed under

Section 62(a)(2)(D) of the Internal Revenue Code.
b. The deduction for qualified tuition and related expenses allowed under Section 222 of the

Internal Revenue Code.
c. The increased expensing allowance authorized under Section 179(b) of the Internal Revenue

Code.
302.79(2) Taxpayers who did not claim these adjustments on the Iowa return for 2010 as originally

filed have two options to reflect these adjustments. Taxpayer may either file an amended return for the
2010 tax year to reflect these adjustments or taxpayer may reflect these adjustments on the tax return for
the 2011 tax year. If the taxpayer elects to reflect these adjustments on the 2011 tax return, the following
provisions are suspended related to the claiming of the following adjustments for 2011:

a. The limitation based on income provisions and regulations of Section 179(b)(3) of the Internal
Revenue Code with regard to the Section 179(b) adjustment.

b. The applicable dollar limit provision of Section 222(b)(2)(B) of the Internal Revenue Code with
regard to the qualified tuition and related expenses adjustment.

302.79(3) Examples. The following noninclusive examples illustrate how this rule applies:
EXAMPLE 1: Taxpayer claimed a $150,000 Section 179 expense on the federal return for 2010.

Taxpayer only claimed a $134,000 Section 179 expense on the Iowa return as originally filed for 2010.
Taxpayer elects not to file an amended return for 2010, but to make the adjustment on the 2011 Iowa
return. Taxpayer reported a loss from the taxpayer’s trade or business on the 2011 federal return, so no
Section 179 expense can be claimed on the federal return for 2011 in accordance with Section 179(b)(3)
of the Internal Revenue Code. Taxpayer can claim the $16,000 ($150,000 less $134,000) difference as a
deduction on the Iowa return for 2011 since the income provision of Section 179(b)(3) is suspended for
Iowa tax purposes.

EXAMPLE 2: Taxpayers are a married couple who claimed a $4,000 tuition and related expenses
deduction on their federal return for 2010. Taxpayers did not claim this deduction on their Iowa return
as originally filed for 2010. Taxpayers elected not to file an amended return for 2010, but to make the
adjustment on the 2011 Iowa return. Taxpayers reported federal adjusted gross income in excess of
$160,000 on their 2011 federal return, so no deduction for tuition and related expenses can be claimed on
the 2011 federal return in accordance with Section 222(b)(2)(B) of the Internal Revenue Code. Taxpayers
can claim the $4,000 deduction on the Iowa return for 2011 since the dollar limit provision of Section
222(b)(2)(B) is suspended for Iowa tax purposes.

EXAMPLE 3: Taxpayer is an elementary school teacher who claimed a $250 deduction for
out-of-pocket expenses for school supplies on the federal return for 2010. Taxpayer did not claim this
deduction on the Iowa return as originally filed for 2010. Taxpayer elected not to file an amended return
for 2010, but to make the adjustment on the 2011 Iowa return. Taxpayer also claimed a $200 deduction

https://www.legis.iowa.gov/docs/iac/rule/701.305.3.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.305.3.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/422.9.pdf
https://www.legis.iowa.gov/docs/aco/arc/9820B.pdf


Ch 302, p.66 Revenue[701] IAC 11/1/23

for out-of-pocket expenses for school supplies on the federal return for 2011. Taxpayer can claim a
$450 ($250 plus $200) deduction on the Iowa return for 2011.

This rule is intended to implement 2011 Iowa Acts, Senate File 533, section 143.
[ARC 9820B, IAB 11/2/11, effective 12/7/11; Editorial change: IAC Supplement 11/2/22]

701—302.80(422) Exemption for military retirement pay. For tax years beginning on or after January
1, 2014, retirement pay received by taxpayers from the federal government for military service performed
in the armed forces, armed forces reserves, or national guard is exempt from state income tax. In addition,
amounts received by a surviving spouse, former spouse, or other beneficiary of a taxpayer who served
in the armed forces, armed forces reserves, or national guard under the Survivor Benefit Plan are also
exempt from state income tax for tax years beginning on or after January 1, 2014. The retirement pay is
only deductible to the extent it is included in the taxpayer’s federal adjusted gross income.

302.80(1) Coordination with pension exclusion. The exclusion of retirement pay is in addition to
the partial exclusion, provided in rule 701—302.47(422), of pensions and other retirement benefits for
disabled individuals, individuals who are 55 years of age or older, surviving spouses and survivors.
In addition, taxpayers who receive retirement pay under federal law that combines retirement pay for
both uniformed service and the federal civil service retirement system or federal employees’ retirement
system must prorate the retirement pay based on years of service.

EXAMPLE 1: A married individual who is 60 years of age receives $20,000 of federal retirement pay
from military service and $30,000 in retirement pay from the Iowa public employees’ retirement system
during the 2014 tax year. The taxpayer can exclude $20,000 of military retirement pay and $12,000 as a
pension exclusion under rule 701—302.47(422), for a total exclusion of $32,000 on the taxpayer’s Iowa
individual income tax return for the 2014 tax year.

EXAMPLE 2: A single taxpayer who is 65 years of age receives $60,000 as a federal pension during
the 2014 tax year. The taxpayer has 20 years of military service and 27 years of civilian employment
with the federal government. The military retirement pay portion is $25,532 (20 years divided by 47
years multiplied by $60,000). The taxpayer can exclude $25,532 of military retirement pay and $6,000
as a pension exclusion under rule 701—302.47(422), for a total exclusion of $31,532 on the taxpayer’s
Iowa individual income tax return for the 2014 tax year.

302.80(2) Coordination with filing threshold and alternate tax. The military retirement pay is
excluded from the calculation of income used to determine whether an Iowa income tax return is
required to be filed pursuant to 701—subrules 301.1(1) and 301.5(10) through 301.5(13). In addition,
the military retirement pay is excluded from the calculation of the special tax computation for all
low-income taxpayers except single taxpayers pursuant to rule 701—301.9(422) and is excluded from
the calculation of the special tax computation for taxpayers who are 65 years of age or older under rule
701—301.15(422).

302.80(3) Iowa withholding. The amount of military retirement pay is excluded from the calculation
of payments used to determine whether Iowa tax should be withheld from pension and annuity payments
as determined pursuant to 701—subrule 307.3(4).

This rule is intended to implement Iowa Code sections 422.5 and 422.7 as amended by 2014 Iowa
Acts, Senate File 303.
[ARC 1665C, IAB 10/15/14, effective 11/19/14; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement
10/18/23]

701—302.81(422) Iowa ABLE savings plan trust. The Iowa ABLE savings plan trust was created so
that individuals can contribute funds on behalf of designated beneficiaries into accounts administered by
the treasurer of state. The funds contributed to the trust may be used to cover future disability-related
expenses of the designated beneficiary. The funds contributed to the trust are intended to supplement, but
not supplant, other benefits provided to the designated beneficiary by various federal, state, and private
sources. The Iowa ABLE savings plan program is administered by the treasurer of state under the terms
of Iowa Code chapter 12I. The following subrules provide details about how an individual’s net income is
affected by contributions to a beneficiary’s account, by interest and any other earnings on a beneficiary’s
account, and by distributions of contributions which were previously deducted.
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302.81(1) Definitions.
“Account owner” means an individual who enters into a participation agreement under Iowa Code

chapter 12I for the payment of qualified disability expenses on behalf of a designated beneficiary.
“Designated beneficiary” means an individual who is a resident of this state or a resident of a

contracting state and who meets the definition of “eligible individual” found in Section 529A of the
Internal Revenue Code.

“Iowa ABLE savings plan trust” means a qualified ABLE program administered by the Iowa
treasurer of state under the terms of Iowa Code chapter 12I.

“Other qualified ABLE program” refers to any qualified ABLE program administered by another
state with which the Iowa treasurer of state has entered into an agreement under the terms of Iowa Code
section 12I.10 (see subrule 302.81(2) below).

“Qualified ABLE program” means the same as defined in Section 529A of the Internal Revenue
Code.

“Qualified disability expenses” means the same as defined in Section 529A of the Internal Revenue
Code.

302.81(2) Contracting with other states. Iowa Code section 12I.10 allows the treasurer of state
to choose to defer implementation of Iowa’s own qualified ABLE program and instead enter into an
agreement with another state that already has a qualified ABLE program, to provide Iowa residents
access to that state’s qualified ABLE program, provided that the other state’s program meets the
qualifications set out in Iowa Code section 12I.10(1).

302.81(3) Subtraction from net income for contributions made to the Iowa ABLE savings plan trust
or other qualified ABLE program. For tax years beginning on or after January 1, 2016, individuals can
subtract from their Iowa net income the amount contributed to the Iowa ABLE savings plan trust or
other qualified ABLE program on behalf of a designated beneficiary during the tax year, subject to the
maximum contribution level for that year. This subtraction is not allowed for any contribution that is
a transfer from an Iowa educational savings plan trust account and that was previously deducted as a
contribution to the Iowa educational savings plan trust.

302.81(4) Exclusion of interest and earnings on beneficiary accounts in the Iowa ABLE savings plan
trust or other qualified ABLE program. For tax years beginning on or after January 1, 2016, to the extent
that interest or other earnings accrue on an account in the Iowa ABLE savings plan trust or other qualified
ABLE program (if the account owner is an Iowa resident), the interest or other earnings are excluded for
purposes of computing net income on the designated beneficiary’s Iowa individual income tax return.

302.81(5) Addition to net income of amounts distributed to the participant from the Iowa ABLE
savings plan trust or other qualified ABLE program that had previously been deducted.

a. For tax years beginning on or after January 1, 2016, if a taxpayer, as an account owner, cancels
the account owner’s account in the Iowa ABLE savings plan trust or other qualified ABLE program and
receives a distribution of the funds in the account, the amount of the distribution shall be included in
net income on the account owner’s Iowa individual income tax return to the extent that contributions to
the account had been deducted on prior state individual income tax returns of the account owner or any
other person as a contribution to the Iowa ABLE savings plan trust or other qualified ABLE program or
as a contribution to an Iowa educational savings plan trust account.

b. For tax years beginning on or after January 1, 2016, if a taxpayer makes a withdrawal of funds
previously deducted by the taxpayer or any other person from the Iowa ABLE savings plan trust or
other qualified ABLE program for purposes other than the payment of qualified disability expenses, the
amount of the withdrawal shall be included in net income on the taxpayer’s Iowa individual income tax
return to the extent that contributions to the account had been deducted on prior Iowa individual income
tax returns of the taxpayer or any other person as contributions to a qualified ABLE program or an Iowa
educational savings plan trust account.

302.81(6) Maximum contribution level. The amount of the deduction available for an individual
taxpayer each year for contributions on behalf of any one designated beneficiary to the Iowa ABLE
savings plan trust or other qualified ABLE program may not exceed the maximum contribution level for
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that year. The maximum contribution level is set by the treasurer of state. The maximum contribution
level is indexed yearly for inflation pursuant to Iowa Code section 12D.3(1).

This rule is intended to implement Iowa Code section 422.7.
[ARC 2691C, IAB 8/31/16, effective 10/5/16; ARC 4516C, IAB 6/19/19, effective 7/24/19; Editorial change: IAC Supplement
11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.82(422,541B) First-time homebuyer savings accounts.
302.82(1) Definitions. Definitions that apply to the first-time homebuyer savings account program

may be found in Iowa Code section 541B.2.
302.82(2) Establishing an account.
a. Account holders.
(1) A first-time homebuyer savings account holder must be an individual or married couple.
(2) Any individual may establish a first-time homebuyer savings account by opening an account

that meets the requirements provided in this rule.
(3) A married couple who files a joint Iowa income tax return may establish a joint first-time

homebuyer savings account by opening a joint savings account that meets the requirements provided
in this rule. Married couples who file separately or separately on a combined return for Iowa income tax
purposes may not establish a joint first-time homebuyer savings account.

(4) There is no limit on the number of first-time homebuyer savings accounts that any account
holder may open. However, account holders are subject to other restrictions under the Iowa Code and
these rules, including but not limited to the annual contribution limits and aggregate lifetime limits in
paragraph 302.82(4)“c.”

(5) No account holder may open or hold more than one account for the same designated beneficiary.
(6) The account holder may change the designated beneficiary of the account at any time.
b. Beneficiaries.
(1) In order to be a designated beneficiary of a first-time homebuyer savings account, an individual

must:
1. Be a resident of Iowa, as defined in Iowa Code section 422.4,
2. Not own, either individually or jointly, any single-family or multifamily residence, and
3. Not have owned or purchased, individually or jointly, any single-family or multifamily

residence at any time in the three years immediately prior to both:
● The date on which the individual is designated the beneficiary of a first-time homebuyer savings

account, and
● The date of the qualified home purchase for which the eligible home costs are paid or reimbursed

from the first-time homebuyer savings account.
(2) The designated beneficiary may also be the account holder.
(3) Each account shall have only one designated beneficiary.
(4) The account holder must designate a beneficiary, on forms provided by the department, by April

30 of the year immediately following the tax year in which the account holder opened the account.
c. Account requirements. To qualify as a first-time homebuyer savings account, the account must

be:
(1) An interest-bearing savings account meeting the qualifications for a “savings deposit” under 12

CFR 204.2(d),
(2) At a state or federally chartered bank, savings and loan association, credit union, or trust

company in Iowa, and
(3) Used exclusively as a first-time homebuyer savings account, in compliance with the

requirements of this rule.
302.82(3) Maintaining the account.
a. Contributing to the account.
(1) Any person may make cash contributions to a first-time homebuyer savings account. Cash

contributions may be made by people other than the account holder or the beneficiary. However, only
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the account holder may claim a deduction for contributing to a first-time homebuyer savings account, as
described in subrule 302.82(4).

(2) There is no limit on the amount of contributions that may be made to or retained in a first-time
homebuyer savings account. However, there are restrictions on the amounts that can be deducted for
Iowa income tax purposes, as described in subrule 302.82(4).

b. Documenting transactions.
(1) Annual reports. For each tax year beginning with the tax year in which the first-time homebuyer

savings account is established, the account holder must submit a report to the department showing all
account activity during the tax year. The report shall be included with the taxpayer’s Iowa individual
income tax return and must show the account number of, all deposits into, and withdrawals from, the
first-time homebuyer savings account, along with any other information required by the forms provided
by the department.

(2) Withdrawal reports. All withdrawals must be reported, on forms provided by the department,
within 90 days of the date of the withdrawal or, for withdrawals made less than 90 days before an account
holder files an income tax return with the department, no later than the date the return is filed. Account
holders must report both withdrawals for eligible home costs and any nonqualifying withdrawals. Any
withdrawal that appears on the annual report but that is not properly reported at the time it is made shall be
deemed to be a nonqualifying withdrawal that must be added back on the account holder’s Iowa income
tax return for the tax year in which the withdrawal was made.

(3) Account fees. Fees and charges for the maintenance of the account that are deducted from
the account by the financial institution in which the first-time homebuyer savings account is held shall
not be considered withdrawals for the purposes of the reporting requirements described in paragraph
302.82(3)“b.”

c. Nonqualifying withdrawals. Funds may be withdrawn from a first-time homebuyer savings
account at any time. However, once any nonqualifying withdrawal, as defined in subparagraph
302.82(5)“a”(2), is made, the account holder may no longer claim the Iowa income tax benefits
related to the first-time homebuyer savings account described in subrule 302.82(4). Furthermore, any
nonqualifying withdrawal shall also result in an addition to income and penalty as described in subrule
302.82(5).

d. Ten-year limitation. An account shall not remain designated a first-time homebuyer savings
account for more than ten years, beginning with the year in which the account was first opened. Any
funds remaining in the account on January 1 of the tenth calendar year following the year in which the
account holder first opened the account shall be deemed immediately withdrawn and may be subject to
Iowa income taxes and penalties as described in subrule 302.82(5). The account holder has no obligation
to close the account, but as of January 1 of the tenth calendar year after the year in which the account
was opened, the account will no longer be a first-time homebuyer savings account entitled to the Iowa
income tax benefits described in this rule. A change in the designated beneficiary of the account does
not extend the ten-year period in which the account holder may maintain a first-time homebuyer savings
account; the period still runs from the year the account was first opened.

e. Exclusively first-time homebuyer account. For an account to qualify as a first-time homebuyer
savings account, the account holder shall use the account exclusively as a first-time homebuyer savings
account consistent with these rules.

302.82(4) Deductions.
a. Deduction for contributions. Any funds contributed to the first-time homebuyer savings

account by the account holder during the tax year may be deducted from the account holder’s net
income on the account holder’s Iowa individual income tax return for that year, subject to the limitations
described in paragraph 302.82(4)“c.” Although anyone may contribute funds to the first-time
homebuyer savings account, only the account holder may claim the deduction, and the deduction may
be claimed only for amounts the account holder personally contributed.

b. Deduction for interest. To the extent that any interest earned on the funds in a first-time
homebuyer savings account is included in the account holder’s Iowa income for a tax year, the amount
of that interest may be deducted from the account holder’s net income on the account holder’s Iowa
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individual income tax return for that tax year, subject to the lifetime limitation described in subparagraph
302.82(4)“c”(2).

c. Limitations.
(1) Annual limitation. The deduction described in paragraph 302.82(4)“a” is subject to the

limitations described in paragraphs “1” and “2” below. These limitations apply to the total contributions
that the account holder makes to all first-time homebuyer savings accounts owned by the account holder:

1. Joint first-time homebuyer savings account holders. Formarried couples who are joint first-time
homebuyer savings account holders, the deduction is limited to $4,000 per year, adjusted annually for
inflation.

2. For all other taxpayers who are first-time homebuyer savings account holders, the deduction is
limited to $2,000 per year, adjusted annually for inflation.

(2) Lifetime limitation. Account holders are subject to an aggregate lifetime limit on the deductions
described in paragraphs 302.82(4)“a” and “b.” No account holder may take total deductions under this
program in excess of the lifetime limitation in place for the tax year in which the account holder first
opens a first-time homebuyer savings account. The applicable lifetime limit imposed upon taxpayers
opening an account in a given year is calculated annually by multiplying the annual limit in effect for
that year by 10.

(3) Annual publication of limitations. Each year, the department shall publish the annual
contribution limit as indexed for inflation and the lifetime limit applicable to account holders who open
accounts during that year.

302.82(5) Additions to income.
a. Nonqualifying withdrawals.
(1) Addition to income. If there is any nonqualifying withdrawal, as defined in subparagraph

302.82(5)“a”(2), during the tax year, the account holder must add to the account holder’s Iowa net
income for that year the full amount of the nonqualifying withdrawal, to the extent such income was
previously deducted under paragraph 302.82(4)“a.” Any nonqualifying withdrawal also makes the
account holder ineligible to claim any further deductions described in subrule 302.82(4) in any future
tax year.

(2) Nonqualifying withdrawal defined.
1. Any withdrawal from a first-time homebuyer savings account for any purpose other than the

payment or reimbursement of the designated beneficiary’s eligible home costs in connection with a
qualified home purchase is a nonqualifying withdrawal. A nonqualifying withdrawal includes but is
not limited to a withdrawal caused by the death of the account holder and withdrawal made pursuant
to garnishment, levy, bankruptcy order, or any other order. If a nonqualifying withdrawal occurs, the
account holder cannot cure the nonqualifying withdrawal by returning funds to the account.

2. A withdrawal shall be presumed to be a nonqualifying withdrawal unless:
● Ownership of the qualifying homewhich the funds from the account are used to purchase passes

to the designated beneficiary within 60 days of the date the funds are withdrawn, and
● The designated beneficiary actually occupies the home as the designated beneficiary’s primary

residence within 90 days of the date the funds are withdrawn.
3. Notwithstanding subparagraph 302.82(5)“a”(2), any amount transferred between different

first-time homebuyer savings accounts of the same account holder by a person other than the account
holder shall not be considered a nonqualifying withdrawal.

b. Unused funds. Any amount remaining in a first-time homebuyer savings account on January 1
of the tenth calendar year after the calendar year in which the account holder first opened any first-time
homebuyer savings account shall be considered immediately withdrawn. This remaining amount shall
be subject to the add-back described in paragraph 302.82(5)“a.”

c. Penalties. For any amount considered a withdrawal required to be added to net income pursuant
to this subrule, the account holder shall be assessed a penalty equal to 10 percent of the amount of the
withdrawal. The penalty shall not apply to withdrawals made by reason of the death of the account
holder or to withdrawals made pursuant to a garnishment, levy, or other order, including but not limited
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to an order in bankruptcy following a filing for protection under the federal Bankruptcy Code, 11 U.S.C.
§101 et seq.

d. Examples.
EXAMPLE 1: Taxpayer eligible for the deduction; no addition to income or penalty from

nonqualifying withdrawal. A is an individual. In 2018, A creates a new interest-bearing savings
account with a financial institution. In 2018, A submits a form to the department designating the
account as a first-time homebuyer savings account and designating Z, an Iowa resident who has never
owned a home, as the beneficiary of the account. In tax year 2018, A contributes $1,000 to the first-time
homebuyer savings account. A contributes $1,000 per year to the first-time homebuyer savings account
during tax years 2019, 2020, and 2021. Every year, A timely submits the required annual reports and
all accompanying information. In 2021, after A contributed $1,000 to the first-time homebuyer savings
account, Z made a qualified home purchase. A withdrew the entire balance of the first-time homebuyer
savings account and applied the amount to eligible home costs. Within 90 days of withdrawing the
funds, A submitted the required withdrawal report and the necessary supporting documentation to the
department.

Result: A is allowed to deduct from net income the amount of the contributions generated from the
first-time homebuyer account, since the yearly contributions are below the annual limits. A is allowed
to deduct $1,000 each year from A’s 2018, 2019, 2020, and 2021 net income. Additionally, A is allowed
to deduct income from interest generated from the account each year. A does not have any addition to
net income or any penalties associated with the withdrawal or usage of the funds.

EXAMPLE 2: Nonqualifying withdrawal of entire account due to voluntary withdrawal by A. Assume
the same facts as Example 1. However, rather than making a qualified withdrawal, in 2021, A withdraws
the entire balance of the first-time homebuyer savings account and pays for Z’s college tuition.

Result: The withdrawal is a nonqualified withdrawal. Any withdrawal that is not for eligible home
costs is a nonqualified withdrawal. A’s nonqualified withdrawal has three results. First, the amount
of the nonqualified withdrawal is added back to the account holder’s net income for the tax year in
which the nonqualified withdrawal occurred. In this example, A’s 2021 net income would increase by
the amount of the contributions that A previously deducted. (See Iowa Code section 422.7(41)“c”(1).)
Second, A will be assessed a penalty equal to 10 percent of the total contributions that A previously
deducted. (See Iowa Code section 422.7(41)“d.”) Third, A will no longer be able to claim the first-time
homebuyer deduction in any future tax years. (See Iowa Code section 422.7(41)“b”(2)(b).) A is barred
from claiming the first-time homebuyer deduction in the future, even if A attempts to open a first-time
homebuyer account for a different beneficiary in a different tax year.

EXAMPLE 3: Nonqualifying withdrawal of entire account by legal process. Assume the same facts
as Example 1. However, rather than a qualifying withdrawal occurring, in 2021, a creditor levies the
entire balance of the first-time homebuyer account in order to satisfy A’s debt to the creditor.

Result: The levy is a nonqualified withdrawal. Any withdrawal, including a withdrawal that is
caused by a legal process not initiated by A, that is not for a qualified home purchase is a nonqualified
withdrawal. Example 3 has the same result as Example 2, except in Example 3, A does not incur a 10
percent penalty because the withdrawal was due to a levy. (See Iowa Code section 422.7(41)“d.”)

EXAMPLE 4: Nonqualifying withdrawal of a partial balance of a first-time homebuyer savings
account. A is an individual. In 2018, A creates a new interest-bearing savings account with a financial
institution. In 2018, A submits a form with the department designating the account as a first-time
homebuyer savings account and designating Z, an Iowa resident who has never owned a home, as
the beneficiary of the account. In tax year 2018, A contributes $1,000 to the first-time homebuyer
savings account. A contributes $1,000 per year to the first-time homebuyer savings account during
tax years 2019, 2020, and 2021. Every year, A timely submits the required annual reports and all
accompanying information. After making the $1,000 deposit for 2021, A has a total of $4,100 in the
first-time homebuyer savings account. In 2022, A withdraws $1,000 from the account in order to pay
for personal expenses.

Result: The $1,000 withdrawal is a nonqualifying withdrawal. A must file a withdrawal report with
the department within 90 days of the withdrawal. A withdrawal report is required for both qualifying
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and nonqualifying withdrawals. The $1,000 withdrawal will result in the addition of $1,000 to A’s 2022
net income. A will also be assessed a $100 penalty. The balance of the first-time homebuyer account
is $3,100. Subject to the ten-year limitation and the other requirements of the deduction, A may use
the remaining $3,100 for Z’s eligible home costs prior to January 1, 2028. If A does so, A will not
have the $3,000 added back to A’s net income or face any penalties associated with the $3,000 eligible
home costs. Regardless of what occurs with the remaining $3,100, A will be prohibited from claiming
the first-time homebuyer deduction for any period after the date of the nonqualified withdrawal. This
is true even if A attempts to repay the $1,000 withdrawal or if A attempts to open any other first-time
homebuyer accounts.

EXAMPLE 5: No withdrawals made within ten years of opening the account. A is an individual. In
March of 2018, A creates a new interest-bearing savings account with a financial institution. A completes
all of the necessary paperwork and designates Z as the beneficiary of the account. In 2018, and in each
subsequent year, A contributes $1,000 to the first-time homebuyer savings account. On December 31,
2027, A has made a total of $10,000 dollars in contributions to the account, has taken a deduction for
each contribution, and has made no withdrawals from the account. On January 1, 2028, Z still has not
purchased a qualifying home.

Result: As of January 1, 2028, the account is no longer a first-time homebuyer savings account,
and the entire account balance is deemed to have been withdrawn in a nonqualifying withdrawal. A is
required to report the entire $10,000 previously deducted for contributions to the account as income in
tax year 2028 and pay a $1,000 penalty for the nonqualifying withdrawal. A can no longer open a new
first-time homebuyer savings account or take any deductions for contributions made to another account
under the program.

EXAMPLE 6: Divorce between taxpayers with a joint account. A and B are a married couple who file
a joint Iowa income tax return. In 2018, A and B open a joint savings account and take the necessary
steps to designate it as a joint first-time homebuyer savings account. In 2018, A and B contribute $2,000
to the account and deduct the full amount on their joint Iowa income tax return for 2018. They contribute
the same amount, file joint returns, and deduct the full amount in tax years 2019, 2020, and 2021. In
2022, A and B divorce. The divorce decree divides the funds in the account evenly between A and B.

Result: In this situation, when the funds from the account are distributed between A and B, the
entire withdrawal is deemed to be a nonqualifying withdrawal, and A and B are jointly and severally
liable for the payment of the tax and penalty due on the entire amount that they previously deducted for
contributions to the first-time homebuyer savings account.

Alternative result: A and B can avoid this result by taking some steps before the divorce decree is
entered. Prior to the divorce decree, A and B can each open a new first-time homebuyer savings account
individually. As long as the divorce decree orders that funds from the original joint first-time homebuyer
savings account be transferred to A’s and B’s new individual accounts, the funds may be transferred
without triggering a nonqualifying withdrawal, A and B will not be subject to taxes or penalties on their
previous contributions to the account, and each will still be eligible to take deductions for contributions
to their new accounts, subject to the applicable limitations. In this scenario, the transfer must occur
as a direct result of a court order; if A or B transfers funds themselves, the transfer is deemed to be a
nonqualifying withdrawal.

Even if the funds in A and B’s original joint account are successfully transferred without triggering
a nonqualifying withdrawal as described above, both A and B will still be jointly and severally liable for
any tax or penalty due on any nonqualifying withdrawal that either makes later, up to the amount they
deducted on their joint returns prior to the divorce.

EXAMPLE 7: Death of the account holder. A is an individual. In 2018, A creates a new
interest-bearing savings account with a financial institution. In 2018, A submits a form to the department
designating the account as a first-time homebuyer savings account and designating Z, an Iowa resident
who has never owned a home, as the beneficiary of the account. In tax year 2018, A contributes $1,000
to the first-time homebuyer savings account. A makes $1,000 contributions per year to the first-time
homebuyer savings account during tax years 2019, 2020, and 2021. Every year, A timely submits the
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required annual reports and all accompanying information. In 2022, A dies without having withdrawn
any funds from the account either for a qualifying home purchase for Z or for any other reason.

Result: All of the funds in the account are deemed immediately withdrawn at the time of A’s death.
Because this is a nonqualifying withdrawal, the $4,000 in contributions which A previously deducted
must be included as income on A’s final return. However, because the reason for the deemed withdrawal
was A’s death, the 10 percent penalty is not included on A’s final return.

This rule is intended to implement Iowa Code section 422.7 and chapter 541B.
[ARC 3770C, IAB 4/25/18, effective 5/30/18; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.83(422) Like-kind exchanges of personal property completed after December 31, 2017,
but before tax periods beginning on or after January 1, 2020.

302.83(1) In general. Public Law 115-97, Section 13303, repealed the deferral of gain or loss from
exchanges of like-kind personal property for federal purposes under Section 1031 of the Internal Revenue
Code. This federal repeal applies to exchanges completed after December 31, 2017, unless the taxpayer
began the exchange by transferring personal property or receiving replacement personal property on or
before that date. Iowa did not conform to this federal repeal for Iowa individual income tax purposes for
tax periods beginning before January 1, 2019. For tax years beginning on or after January 1, 2019, but
before January 1, 2020, Iowa generally conforms to the federal treatment of gain or loss from exchanges
of like-kind personal property, but eligible taxpayers may elect the treatment that applied under prior
federal law for Iowa purposes. For tax years beginning on or after January 1, 2020, Iowa fully conforms
to the federal treatment for these exchanges, and no special election is available. This rule governs
exchanges of like-kind personal property completed after December 31, 2017, but before tax periods
beginning on or after January 1, 2020. This rule does not apply to exchanges completed during any tax
year beginning on or after January 1, 2020.

302.83(2) Qualification. Section 1031 of the Internal Revenue Code in effect on December 21,
2017, and any applicable federal regulations govern whether transactions involving the disposition
and acquisition of personal property qualify for Iowa individual income tax purposes as a like-kind
exchange of personal property subject to the deferral of gain or loss, and also govern the date and
tax period during which an exchange is considered completed. The treatment of such transactions
as a like-kind exchange for Iowa individual income tax purposes is either mandatory or permissive
depending on the date the like-kind exchange is completed.

a. Like-kind exchanges completed after December 31, 2017, but before tax periods beginning on
or after January 1, 2019. Transactions involving the disposition and acquisition of personal property
that qualify under this subrule as a like-kind exchange completed after December 31, 2017, but before
tax periods beginning on or after January 1, 2019, are required to be treated as a like-kind exchange for
Iowa individual income tax purposes.

b. Like-kind exchanges completed during tax periods beginning on or after January 1, 2019, but
before January 1, 2020. For tax periods beginning on or after January 1, 2019, Iowa is conformed to the
federal repeal of deferral of gain or loss from exchanges of like-kind personal property, so the federal
and Iowa treatment of such transactions under Section 1031 of the Internal Revenue Code will generally
be the same. However, transactions involving the disposition and acquisition of personal property that
qualify under this subrule as a like-kind exchange completed during tax periods beginning on or after
January 1, 2019, but before January 1, 2020, may at the election of the taxpayer be treated as a like-kind
exchange for Iowa individual income tax purposes. The election is made by completing the necessary
worksheets and forms and making the required adjustments on the Iowa return as described in subrule
302.83(3). No special attachment or statement is required. The election only applies to the transactions
involved in the like-kind exchange, and the taxpayer may elect or not elect to treat other qualifying
transactions as a like-kind exchange for Iowa purposes.

302.83(3) Calculation and Iowa adjustments. A taxpayer required to or electing to treat qualifying
transactions as a like-kind exchange for Iowa tax purposes must make certain Iowa calculations and
adjustments on forms and worksheets made available on the department’s website. The IA 8824
Worksheet described in this subrule need not be included with the Iowa return but must be kept with
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the taxpayer’s records. The taxpayer is responsible for providing documentation at the department’s
request to substantiate a like-kind exchange under this rule.

a. Like-kind exchange calculation. The taxpayer must complete Parts I and II of the IA 8824
Worksheet to compute the Iowa recognized gain, if any, the Iowa deferred gain or loss, and the Iowa
basis of the like-kind personal property received in the like-kind exchange.

EXAMPLE 1: X, a sole proprietor engaged in commercial farming and filing on a calendar-year basis,
trades a tractor with a fair market value (FMV) of $25,000 along with $75,000 in cash to Y for a new
tractor with an FMV of $100,000. For purposes of this example it is assumed that the tractor trade
occurs in 2019 and qualifies as a like-kind exchange and that X elects such treatment for Iowa individual
income tax purposes under paragraph 302.83(2)“b.” At the time of the trade, the adjusted basis of X’s
old tractor is $0 for federal tax purposes and is $13,680 for Iowa tax purposes. X realizes a gain for Iowa
purposes on the exchange of the old tractor in the amount of $11,320 ($100,000 FMV of new tractor -
$75,000 cash paid - $13,680 Iowa adjusted basis of old tractor). Because X did not receive any cash or
other property that was not like-kind, or assume any liabilities from Y, the entire amount of X’s $11,320
realized gain qualifies for deferral, so X recognizes $0 of gain on the exchange for Iowa tax purposes.
As a result, X’s basis in the new tractor for Iowa tax purposes is $88,680 ($13,680 Iowa adjusted basis
of old tractor + $75,000 cash paid by X).

b. Iowa nonconformity adjustment.
(1) The taxpayer must complete Part III of the IA 8824 Worksheet to adjust for the difference

between any recognized Iowa gain from the exchange as calculated on the IA 8824 Worksheet, Part II,
and any gain or loss (including gain or loss recaptured as ordinary income) recognized on the taxpayer’s
federal return.

EXAMPLE 2: Assume the same facts as given in Example 1. Because the tractor trade occurred in
2019, it will not qualify as a like-kind exchange for federal tax purposes but will instead be treated as
two separate transactions: a sale of the old tractor and a purchase of the new tractor. X recognizes a
gain for federal tax purposes on the sale of the old tractor in the amount of $25,000 ($25,000 sales price
of old tractor - $0 federal adjusted basis of old tractor), the entire amount of which is recaptured as
ordinary income because of prior depreciation. X reports the $25,000 of income on the federal return.
X is required to report the same $25,000 as income on the Iowa return but is also allowed a $25,000
subtraction on the same Iowa return because X’s recognized gain for Iowa tax purposes is $0 as calculated
in Example 1. X’s nonconformity adjustment of -$25,000 must be reported on the Iowa return in the
manner prescribed on the IA 8824 Worksheet.

(2) If the total recognized federal gain is reported using the installment sale method under Section
453 of the Internal Revenue Code, the total amount of any Iowa nonconformity adjustment related to
that federal gain must be claimed over the same installment period, and the proportion of the total Iowa
nonconformity adjustment claimed for each tax year shall equal the same proportion that the federal gain
reported for that tax year bears to the total amount of federal gain that will ultimately be reported for
all tax years resulting from the disposition of the personal property. The taxpayer must complete an IA
8824 Worksheet for each tax year that an Iowa nonconformity adjustment is claimed.

c. Cost recovery adjustments.
(1) The taxpayer must complete the IA 4562A to account for any differences between the federal

and Iowa cost recovery deductions related to the like-kind personal property involved in the like-kind
exchange, including if the taxpayer’s basis in the like-kind personal property received is different for
federal and Iowa purposes, or if the taxpayer claimed additional first-year depreciation or a section
179 deduction for federal purposes on the like-kind property received in the exchange. See rule
701—302.60(422) for requirements related to the disallowance of additional first-year depreciation
for Iowa individual income tax purposes. See rule 701—302.65(422) for the section 179 limitations
imposed under the Iowa individual income tax.

(2) Treasury Regulation §1.168(i)-6 prescribes rules related to the calculation of depreciation for
certain assets involved in a like-kind exchange, but a taxpayer may elect to not have those rules apply
pursuant to Treasury Regulation §1.168(i)-6(i). A taxpayer may choose to make a similar election under
Treasury Regulation §1.168(i)-6(i) for Iowa tax purposes with regard to a like-kind exchange under this
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rule if the personal property otherwise would have qualified for such federal election notwithstanding
the fact that no like-kind exchange occurred for federal purposes or the fact that no election was actually
made for federal tax purposes in accordance with Treasury Regulation §1.168(i)-6(j). The election is
made by calculating depreciation for Iowa tax purposes on the personal property involved in the like-kind
exchange using the method described in Treasury Regulation §1.168(i)-6(i) on the timely filed Iowa
return, including extensions, for the same tax year that the like-kind exchange was completed. No special
attachment or statement is required.

EXAMPLE 3: Assume the same facts as given in Examples 1 and 2. X elects additional first-year
depreciation on the new tractor and claims a depreciation deduction on the federal return of $100,000
(100 percent of X’s federal basis). X is required to add back the total amount of the federal depreciation
on the Iowa return because Iowa does not allow additional first-year depreciation. But X is permitted
deductions for regular depreciation on the new tractor with an Iowa basis of $88,680 ($13,680 carryover
basis from old tractor + $75,000 excess basis from cash paid) under Section 168 of the Internal Revenue
Code, without regard to bonus depreciation under Section 168(k). See rule 701—302.60(422) for more
information on the disallowance of additional first-year depreciation.

EXAMPLE 4: Assume the same facts as given in Examples 1 and 2. X elects to expense the entire cost
of the new tractor under Section 179 of the Internal Revenue Code and claims a deduction on the federal
return of $100,000. X is also required to claim the section 179 deduction on the new tractor for Iowa tax
purposes pursuant to subrule 302.65(2). However, the amount that represents the carryover basis from
the old tractor ($13,680) is not eligible for the deduction under Section 179(d)(3) of the Internal Revenue
Code, so the cost of the new tractor that is eligible for the section 179 deduction for Iowa purposes is
only $75,000 (excess basis from cash paid). This is the amount of section 179 deduction that X must
claim on the Iowa return, subject to the applicable Iowa dollar limitation and reduction limitations in
rule 701—302.65(422). Because X is the taxpayer who placed the new tractor in service, X is permitted
deductions for regular depreciation on the carryover basis in the new tractor ($13,680) under Section
168 of the Internal Revenue Code, without regard to bonus depreciation under Section 168(k).

This rule is intended to implement Iowa Code section 422.7 as amended by 2018 Iowa Acts, chapter
1161 [Senate File 2417].
[ARC 4614C, IAB 8/14/19, effective 9/18/19; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.84(422) Broadband infrastructure grant exemption.
302.84(1) Broadband infrastructure grant exemption, generally. For tax years beginning on

or after January 1, 2019, certain qualifying communications service providers may subtract, to the
extent included in income, the amount of qualifying government grants used to install broadband
infrastructure that facilitates broadband service in targeted service areas at or above download and
upload speeds identified by the Federal Communications Commission pursuant to Section 706 of the
federal Telecommunications Act of 1996, as amended. This rule explains terms not defined in Iowa
Code section 422.7.

302.84(2) Definitions.
“Facilitate” shall have the same meaning as defined in Iowa Code section 8B.1.
“Grant”means a transfer for a governmental purpose of money or property to a transferee that is not

a related party to or an agent of the transferor. The transfer must not impose any obligation or condition
to directly or indirectly repay any amount to the transferor or a related party. Obligations or conditions
intended solely to assure expenditure of the transferred moneys in accordance with the governmental
purpose of the transfer do not prevent a transfer from being a grant.

1. “Federal grant” means any grant issued by the United States government, including any agency
or instrumentality thereof.

2. “State grant” means any grant issued by any state of the United States, the District of Columbia,
or a territory or possession of the United States, including any agency or instrumentality thereof.

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/4614C.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/ico/section/8B.1.pdf


Ch 302, p.76 Revenue[701] IAC 11/1/23

3. “Local grant” means any grant issued by any city, county, township, school district, or any other
unit of local government, including any agency or instrumentality thereof.

302.84(3) Limitation on certain refund claims. For tax years beginning on or after January 1, 2019,
and before January 1, 2020, refund claims resulting from this exemption must be filed prior to October
1, 2020. No refunds shall be issued for claims filed on or after that date.

This rule is intended to implement Iowa Code section 422.7.
[ARC 5606C, IAB 5/5/21, effective 6/9/21; Editorial change: IAC Supplement 11/2/22]

701—302.85(422) Interest expense deduction adjustments. For tax years beginning on or after
January 1, 2020, the limit on the amount of business interest expense that a taxpayer may deduct in a
taxable year under Internal Revenue Code (IRC) Section 163(j) does not apply for Iowa purposes. This
rule provides information on how taxpayers must calculate and report their business interest expense
deduction for Iowa purposes for tax year 2018 (subrule 302.85(2)), when Iowa did not conform to the
limitation; tax year 2019 (subrule 302.85(3)), when Iowa did conform to the limitation; and tax years
2020 and later (subrule 302.85(4) et seq.), when Iowa again does not conform to this limitation. All
references to the Code of Federal Regulations (Treas. Reg.) and certain other information in this rule are
based on final Internal Revenue Service (IRS) regulations and guidance in effect on January 13, 2021.

302.85(1) Definitions. The following terms apply to the interpretation and application of this rule.
“Current-year business interest expense” means the same as defined in Treas. Reg. Section

1.163(j)-1(b)(9).
“Excess business interest expense” means the same as defined in Treas. Reg. Section

1.163(j)-1(b)(16).
“Iowa partnership”means any partnership required to file an Iowa return (IA 1065) for the relevant

tax year.
“Iowa S corporation” means any S corporation required to file an Iowa return (IA 1120S) for the

relevant tax year.
“Non-Iowa partnership” means any partnership that is not required to file an Iowa return (IA 1065)

for the relevant tax year.
“Non-Iowa S corporation” means any S corporation that is not required to file an Iowa return (IA

1120S) for the relevant tax year.
302.85(2) Tax year 2018. For tax years beginning on or after January 1, 2018, but before January 1,

2019 (tax year 2018), Iowa conforms with the IRC in effect on January 1, 2015, meaning the 30 percent
limitation on the business interest expense deduction first imposed by IRC Section 163(j) under Public
Law 115-97 (TCJA) does not apply for Iowa purposes.

a. In general. For tax year 2018, Iowa taxpayers are permitted to deduct current-year business
interest expense without regard to the limitations imposed by IRC Section 163(j) under the TCJA.
The taxpayer’s additional deduction is computed on the 2018 Nonconformity Adjustments Worksheet.
Taxpayers who qualify for these higher Iowa deductions in 2018 may need to make further adjustments
in 2019 for amounts deducted under this subrule for Iowa purposes but disallowed and carried forward
for federal purposes. See subrule 302.85(3) for more information about these 2019 adjustments.

b. Special rules for partnerships and S corporations.
(1) Iowa partnerships and S corporations. Partnerships and S corporations required to file Iowa

returns in tax year 2018 are required to make adjustments for Iowa’s nonconformity with IRC Section
163(j) at the entity level, meaning they can deduct the full interest expense on the entity’s own Iowa
return and the reduction to the partner’s or shareholder’s share of the entity’s income will be included in
the all source modifications line of the partners’ or shareholders’ Iowa Schedules K-1.

EXAMPLE 1: P, a partnership doing business in Iowa, has $100,000 in current-year business interest
expense in 2018. For federal purposes, $20,000 of that amount is disallowed under IRC Section 163(j).
The partnership deducts $80,000 at the entity level in 2018, and the remaining disallowed $20,000 is
allocated to the partners to be deducted in future years. For Iowa purposes, the $80,000 of business
interest expense allowed for federal purposes is included in the partnership’s non-separately stated
ordinary business income (loss), and the partnership will make an adjustment on the entity’s IA 1065 to

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/5606C.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.85.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.85.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.85.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.85.pdf


IAC 11/1/23 Revenue[701] Ch 302, p.77

deduct the $20,000 of current-year business interest expense that was disallowed for federal purposes.
The $20,000 additional Iowa deduction will be reported to the partners as an all source modification on
the partners’ IA 1065 Schedules K-1, and partners will receive the benefit of this all source modification
item when the partners report their Iowa partnership income on their own Iowa tax return for the year.
The partners will not be permitted to make further Iowa adjustments on their own Iowa tax return for
the excess business interest expense amounts passed through to them from the partnership for federal
purposes.

(2) Owners of partnerships and S corporations with no entity-level 2018 Iowa filing requirement.
1. Non-Iowa partnerships. Iowa partners who received interest expense deductions from

partnerships that were not required to file 2018 Iowa returns may claim the larger Iowa deduction
for business interest expenses passed through from the partnership on the partner’s own 2018 Iowa
return by including in the partner’s Iowa deduction the amount of disallowed business interest expense
deduction shown on the 2018 federal Schedule K-1 (Form 1065), line 13, code K, received from the
non-Iowa partnership.

EXAMPLE 2: X is an Iowa resident and a partner in P2, an out-of-state partnership with no business in
Iowa and no Iowa filing obligation. In 2018, P2 has $100,000 in current-year business interest expense
and is subject to the IRC Section 163(j) limitation for federal purposes. At the entity level, P2 is permitted
to deduct $80,000 on its 2018 federal partnership return. The $20,000 in excess business interest expense
is then allocated to P2’s partners. X is allocated $5,000 in excess business interest expense from P2.
Because P2 is not required to file an Iowa return, and therefore X did not receive a 2018 IA 1065 Schedule
K-1 from P2, X is permitted to deduct the $5,000 allocated from P2 as current-year business interest
expense on X’s 2018 Iowa income tax return.

2. Non-Iowa S corporations. Iowa shareholders of S corporations that have no Iowa filing
requirement are limited to the deduction actually passed through to them on the federal Schedule
K-1 received from the S corporation for Iowa purposes in tax year 2018. These shareholders are not
permitted to make adjustments for interest expense disallowed at the entity level for the non-Iowa S
corporation.

EXAMPLE 3: R is an Iowa resident and a shareholder in X, an out-of-state S corporation with no
business in Iowa and no Iowa filing obligation. In 2018, X has $100,000 in current-year business interest
expense and is subject to the IRC Section 163(j) limitation for federal purposes. At the entity level, X
is permitted to deduct $80,000 on its 2018 federal income tax return. The $20,000 in excess business
interest expense is then carried forward to be deducted by X in future tax years. Because X is not required
to file an Iowa return, and excess business interest expense amounts are carried forward at the entity level
for S corporations rather than being allocated to shareholders, R is not eligible to make an adjustment
for X’s disallowed business interest expense amounts on R’s 2018 Iowa income tax return. R will only
be able to benefit from the deductions for these disallowed amounts for Iowa purposes in the same years
that X actually deducts the carried-forward amounts for federal purposes.

302.85(3) Tax year 2019. For tax years beginning on or after January 1, 2019, but before January 1,
2020 (tax year 2019), Iowa conforms to the IRC in effect on March 24, 2018.

a. Applicable limitation. For tax year 2019, Iowa conforms to the 30 percent limitation on
the business interest expense deduction imposed by IRC Section 163(j). Because of Iowa’s fixed
conformity date, Iowa did not conform with the higher 50 percent limitation retroactively imposed by
the Coronavirus Aid, Relief, and Economic Security (CARES) Act, Public Law 116-136, to the extent
that increased limitation applied in tax year 2019 for federal purposes. For tax year 2019 only, taxpayers
are required to calculate their Iowa business interest expense deduction by applying the limitations of
IRC Section 163(j) without regard to IRC Section 163(j)(10).

EXAMPLE 4: Taxpayer Z has an adjusted taxable income (ATI) of $100,000 for tax year 2019 and
$80,000 in deductible business interest expense. For federal purposes, Z’s business interest expense
deduction is limited to $50,000 (50 percent of ATI) under the CARES Act. However, because Iowa only
conforms to the 30 percent limitation imposed by the TCJA, and not the higher CARES Act limitation
for 2019, Z’s Iowa business interest expense deduction for the year is limited to $30,000. Z will report
this difference by entering a negative $20,000 adjustment on IA 101, line 3 (Z may have additional
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adjustments on this line if the current year federal deduction included amounts carried forward from
2018).

b. Addition to income for tax year 2018 federal carryforward amounts deducted in tax year
2019. To the extent a taxpayer’s tax year 2019 federal business interest expense deduction includes
amounts that were disallowed and carried forward to future years under IRC Section 163(j) in tax year
2018 for federal purposes, but allowed as a deduction in tax year 2018 for Iowa purposes under paragraph
302.85(2)“a” (in general), subparagraph 302.85(2)“b”(1) (Iowa partnerships and S corporations),
or numbered paragraph 302.85(2)“b”(2)“1” (non-Iowa partnerships), these carried-forward amounts
must be added back in computing Iowa income. These prior deductions and current adjustments are
calculated and tracked on the IA 101 Nonconformity Adjustments form. Note that shareholders of
non-Iowa S corporations should not be required to add back 2018 carryforward amounts deducted by
the S corporation 2019, because the shareholders were not permitted to deduct these excess amounts for
Iowa purposes in 2018. See numbered paragraph 302.85(2)“b”(2)“2.”

EXAMPLE 5: X is a partner in P under the same facts described in Example 1 above. For tax year 2019,
X completes federal Form 8990 and is eligible to deduct $1,000 of the excess business interest expense
allocated to X from P in 2018 on X’s 2019 federal income tax return. This $1,000 federal deduction
for prior-year excess business interest expense allocated from P must be added back in computing X’s
2019 Iowa income. The same add-back would be required if this scenario were applied to the facts in
Example 2 above.

302.85(4) Tax years beginning on or after January 1, 2020. For tax years beginning on or after
January 1, 2020, Iowa does not conform with the IRC Section 163(j) business interest expense deduction
limitation.

a. Current-year business interest expense. For tax years beginning on or after January 1, 2020,
a taxpayer’s current-year business interest expense is fully deductible to the extent permitted by IRC
Section 163 for Iowa purposes without regard to any limitation under subsection 163(j). Even though
Iowa does not conform to IRC Section 163(j), provisions of the IRC other than Section 163(j) may subject
interest expense to disallowance, deferral, capitalization, or other limitations, and those other provisions
of the IRC still generally apply for Iowa purposes. No additional Iowa adjustments are permitted for
federal limitations such as those described in Treas. Reg. Section 1.163(j)-3(b)(4), which are determined
after the application of IRC Section 163(j) for federal purposes. See Treas. Reg. Section 1.163(j)-3 for
examples of other provisions of the IRC that may restrict interest expense deductions for federal and
Iowa purposes, independent of the IRC Section 163(j) limitation.

b. Carryforward.
(1) Special one-time carryforward catch-up (tax year 2020 only). For tax years beginning on or

after January 1, 2020, but before January 1, 2021 (tax year 2020), taxpayers who filed a 2019 Iowa return
are permitted to deduct all interest expense deduction amounts that were disallowed and carried forward
under IRC Section 163(j) for Iowa purposes in tax year 2019. This deduction shall be calculated and
reported on the taxpayer’s 2020 Iowa income tax return using form IA 163A. Business interest expense
amounts carried over from tax year 2018 at the federal level shall not be deducted for Iowa tax purposes
in tax year 2020.

EXAMPLE 6: In 2019, X had $100,000 in current-year business interest expense. X’s business interest
expense deduction was limited to $50,000 for federal purposes and limited to $30,000 for Iowa purposes
due to Iowa’s nonconformity with the CARES Act for that year. See paragraph 40.85(3)“a.” In 2020,
X is again subject to an IRC Section 163(j) limitation and is not permitted to deduct any prior-year
carryforward amounts for federal purposes. However, because Iowa does not conform to the IRC Section
163(j) limitation for 2020, Xmay deduct all of X’s current-year business interest expense and all $70,000
($100,000 - $30,000) of X’s disallowed Iowa interest expense carried over from 2019. X must complete
the IA 163 in order to calculate X’s current-year business interest expense deduction, and the IA 163A to
determine the total amount of 2019 disallowed Iowa interest expense amounts which may be deducted
in full on X’s 2020 Iowa return.

(2) Addition to income for prior-year federal carryforward amounts deducted in the current year.
When current-year interest expense is limited at the federal level, the disallowed business interest
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expense is carried forward to be deducted in future years for federal purposes, when certain conditions
are met. See Treas. Reg. Section 1.163(j)-1(b)(10) for the definition of “disallowed business interest
expense.” Iowa law allows taxpayers to fully deduct current-year business interest expense, and no
amounts are carried forward for Iowa purposes. Disallowed business interest expense carryforward
amounts from prior years, including excess business interest expense allocated to a partner in a prior
year, cannot be deducted for Iowa purposes except as described in subparagraph 302.85(4)“b”(1). All
prior-year disallowed business interest expense carryforward amounts deductible under IRC Section
163(j) in the current year at the federal level, including excess business interest expense allocated to a
partner in a prior year, must be added back in computing the taxpayer’s Iowa income for the year.

EXAMPLE 7: In 2020, taxpayer X has $100,000 in current-year business interest expense. For federal
purposes, X is subject to the IRC Section 163(j) limitation. X deducts $70,000 in business interest
expense on X’s 2020 federal return and carries the remaining $30,000 forward to be deducted in future
years. For Iowa purposes, X deducts the full $100,000 in current-year business interest expense in 2020.

In 2021, X has $50,000 in current-year business interest expense. For federal purposes, X is
permitted to deduct the full $50,000 in interest expense generated in 2021, plus $5,000 of the amount
that was disallowed in 2020 for a total federal deduction of $55,000 in 2021. X must add the federal
carryforward amount ($5,000) back on X’s 2021 Iowa return, limiting X’s 2021 Iowa deduction to the
$50,000 in current-year business interest expense.

302.85(5) Partners and partnerships.
a. Partnership-level adjustments. For tax years beginning on or after January 1, 2020, an Iowa

partnership that is subject to the IRC Section 163(j) limitation for federal purposes is permitted to deduct
all current-year business interest expense at the partnership level in that tax year for Iowa purposes.

(1) Excess business interest expense. A partnership may include as a reduction on the partnership’s
Iowa income tax return any excess business interest expense, as defined in Treas. Reg. Section
1.163(j)-1(b)(16), of the partnership that was disallowed and allocated to the partners for that tax year
for federal purposes.

(2) Tiered partnerships. For partnerships that receive excess business interest expense passed
through from a partnership in which they are a partner, see paragraph 302.85(5)“b” for information on
how to report Iowa adjustments for that passed-through income.

b. Partner-level adjustments.
(1) Interest expense from Iowa partnerships. Iowa adjustments related to excess business interest

expense of an Iowa partnership are made at the entity level as described in subparagraph 302.85(5)“a”(1)
and are reported to partners on an IA 1065 Schedule K-1. Partners are not permitted to make any Iowa
adjustment at the partner level to their federal interest expense deduction for amounts of excess business
interest expense allocated from an Iowa partnership on the partner’s federal Schedule K-1 related to that
Iowa partnership. See Example 1 above.

(2) Interest expense from non-Iowa partnerships. For tax years beginning on or after January 1,
2020, partners may include as part of their Iowa business interest expense deduction the total amount
of current-year excess business interest expense deduction passed through to them from all non-Iowa
partnerships as shown on the federal Schedule K-1 (Form 1065), line 13, code K. See Example 2 above.

(3) Partnership basis. A partner’s basis is reduced (but not below zero) by the amount of excess
business interest expense the partnership passes through to the partner each year. See Treas. Reg. Section
163(j)-6(h) for detailed information about how to make these basis adjustments. For federal purposes,
immediately before disposition of the partnership interest, the partner’s basis is then increased by the
amount of any passed-through business interest expense which has not yet been treated as paid or
accrued by the partner as described in Treas. Reg. Section 163(j)-6(h)(3). No basis increase at the time
of disposition is allowed for Iowa purposes for passed-through business interest expense amounts that
were deducted for Iowa, but not for federal, purposes due to Iowa’s nonconformity with IRC Section
163(j).

302.85(6) S corporation adjustments. For federal purposes, IRC Section 163(j) limitations
are applied at the S corporation level. Unlike partnerships, disallowed business interest expense
amounts are carried forward and deducted in future years at the entity level rather than being passed
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through to shareholders. See rule 701—502.29(422) for more information about the IRC Section
163(j) adjustments required for corporations, including S corporations, for Iowa purposes. See also
Treas. Reg. Section 1.163(j)-6(l) for more information about the application of IRC Section 163(j) to S
corporations for federal purposes.

This rule is intended to implement Iowa Code section 422.7(60).
[ARC 5733C, IAB 6/30/21, effective 8/4/21; Editorial change: IAC Supplement 11/2/22; Editorial change: IAC Supplement 10/18/23]

701—302.86(422) COVID-19 grant exclusion.
302.86(1) Definitions. For purposes of this rule:
“Administering agency” means the economic development authority, the Iowa finance authority, or

the department of agriculture and land stewardship.
“Grant recipient”means a person who applies for and is issued a qualifying COVID-19 grant by an

administering agency.
“Issued” means the approval of the grant recipient’s application and amount for a qualifying

COVID-19 grant by an administering agency, regardless of when the grant funds were paid by the
administering agency.

302.86(2) Qualifying COVID-19 grant programs.
a. The department is responsible for determining whether a grant program provides a “qualifying

COVID-19 grant” as defined in Iowa Code section 422.7(62). In making this determination, and for
purposes of the definition of “qualifying COVID-19 grant,” a grant program is “created to primarily
provide COVID-19 related financial assistance to economically impacted individuals and businesses
located in this state” if that grant program, at the time of its inception, was intended by the administering
agency to provide a majority (more than 50 percent) of its financial assistance to or for the benefit of
either or both of the following persons economically affected by the COVID-19 pandemic:

(1) Individuals living in Iowa.
(2) Businesses that are doing business in Iowa or are deriving income from sources within Iowa.
b. The administering agency shall notify the director of the existence of any grant program it

believes may be a qualifying COVID-19 grant program. Upon such notification, the department will
request from the administering agency the information necessary to determine whether that program is a
qualifying COVID-19 grant as defined in Iowa Code section 422.7(62) and this rule. The administering
agency shall provide the department with the requested information within the time frame prescribed
by the department in its request. Failure to provide the requested information to the department shall
prevent the department from determining that the grant program is a qualifying COVID-19 grant. Grant
programs not specifically listed below in paragraph 302.86(2)“c” are not qualifying COVID-19 grants
and are not eligible for the exclusion provided in this rule, even if that program may otherwise meet the
definition of “qualifying COVID-19 grant” in Iowa Code section 422.7(62).

c. The following is an exhaustive list of programs that have been identified by the department as
qualifying COVID-19 grants, including a general description of each program’s grant recipients, that
may qualify for the exclusion from Iowa net income under subrule 302.86(3):

(1) Beef up Iowa program administered by the department of agriculture and land stewardship.
Grant recipient is Iowa State University.

(2) Iowa beginning farmer debt relief fund administered by the Iowa finance authority. Grant
recipients include Iowa beginning farmers.

(3) Iowa biofuels relief program administered by the economic development authority. Grant
recipients include Iowa biodiesel and ethanol producers.

(4) Iowa county fairs relief fund administered by the economic development authority. Grant
recipients include Iowa county and district fairs.

(5) IowaCOVID-19 business disruption relief program administered by the economic development
authority. Grant recipients include Iowa bars, taverns, breweries, distilleries, wineries, and other similar
drinking establishments.

(6) Iowa COVID-19 targeted small business sole operator fund administered by the economic
development authority. Grant recipients include Iowa targeted small businesses.
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(7) Iowa disposal assistance program administered by the department of agriculture and land
stewardship. Grant recipients include Iowa pork and egg producers.

(8) Iowa eviction and foreclosure prevention program administered by the Iowa finance authority.
Grant recipients include Iowa residential renters and homeowners.

(9) Iowa homeowner foreclosure prevention program administered by the Iowa finance authority.
Grant recipients include Iowa residential homeowners.

(10) Iowa hospital COVID-19 relief fund administered by the economic development authority.
Grant recipients include Iowa hospitals.

(11) Iowa livestock producer relief fund administered by the economic development authority. Grant
recipients include Iowa livestock producers.

(12) Iowa movie theatre relief grant program administered by the economic development authority.
Grant recipients include Iowa movie theaters.

(13) Iowa nonprofit recovery fund administered by the economic development authority. Grant
recipients include Iowa nonprofit organizations.

(14) Iowa renewable fuel retail recovery program administered by the department of agriculture and
land stewardship. Grant recipients include Iowa fuel retailers.

(15) Iowa rent and utility assistance program administered by the Iowa finance authority. Grant
recipients include Iowa residential renters.

(16) Iowa residential utility disruption prevention program administered by the economic
development authority. Grant recipients include Iowa residential renters and homeowners.

(17) Iowa restaurant and bar relief grant program administered by the economic development
authority. Grant recipients include Iowa bars, breweries, brewpubs, distilleries, wineries, and
restaurants.

(18) Iowa small business relief grant program administered by the economic development authority.
Grant recipients include Iowa small businesses.

(19) Iowa small business utility disruption prevention program administered by the economic
development authority. Grant recipients include Iowa small businesses and small nonprofit
organizations.

(20) Local produce and protein program administered by the department of agriculture and land
stewardship. Grant recipients include Iowa schools, early childcare centers, specialty crop producers,
and food hubs.

(21) Meat processing expansion and development program administered by the department of
agriculture and land stewardship. Grant recipients include Iowa meat and poultry processing businesses
and employees and Iowa livestock producers.

(22) Pack the pantry program administered by the department of agriculture and land stewardship.
Grant recipients include Iowa food pantries.

(23) Pass the pork program administered by the department of agriculture and land stewardship.
Grant recipients include Iowa food banks.

(24) Turkey to table program administered by the department of agriculture and land stewardship.
Grant recipients include Iowa food banks.

(25) Iowa bowling center relief fund administered by the economic development authority. Grant
recipients include Iowa for-profit bowling centers.

(26) Iowa charter bus relief program administered by the economic development authority. Grant
recipients include for-profit charter bus companies with a vehicle fleet registered in Iowa.

(27) Iowa sports entertainment relief program administered by the economic development authority.
Grant recipients include certain for-profit and nonprofit sports teams with a home venue located in Iowa.

(28) Iowa fitness center relief program administered by the economic development authority. Grant
recipients include for-profit, nonprofit, and local government-owned fitness centers located in Iowa.

302.86(3) Excluding qualifying COVID-19 grants from Iowa net income.
a. Generally. A grant recipient may subtract a qualifying COVID-19 grant when calculating Iowa

net income if all of the following apply:
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(1) The grant was issued as part of a qualifying COVID-19 grant program identified in paragraph
302.86(2)“c.”

(2) The grant was issued on or after March 17, 2020, and on or before December 31, 2021.
(3) The grant funds were included in the grant recipient’s net income for a tax year ending on

or after March 17, 2020, but beginning before January 1, 2024. The grant may only be subtracted to
the extent it is included in the grant recipient’s net income for that qualifying tax year. A qualifying
COVID-19 grant that is exempt from federal income tax, and thus not included in the grant recipient’s
Iowa net income, does not qualify for an additional subtraction on the grant recipient’s Iowa return.

b. Third-party payee of grant funds. A third-party payee of qualifying COVID-19 grant funds is
not eligible for this exemption from Iowa income. If the proceeds of a qualifying COVID-19 grant
are paid to someone other than the grant recipient, only the grant recipient on whose behalf the grant
proceeds were paid may qualify for this exemption from Iowa income.

c. Repayment. Grant funds that were repaid to the administering agency for any reason are not
eligible for this exemption from Iowa income.

d. Reporting requirements. A grant recipient who received qualifying COVID-19 grant funds and
who excludes those funds when calculating Iowa net income should retain documentation to support the
claimed exclusion. A grant recipient must provide such documentation to the department if requested.
The required documentation may include, but is not limited to, documentation to support that the grant
recipient was issued and received the grant within the qualifying periods.

This rule is intended to implement Iowa Code section 422.7(62).
[ARC 5817C, IAB 8/11/21, effective 7/13/21; Editorial change: IAC Supplement 11/2/22; ARC 6902C, IAB 2/22/23, effective 3/29/23]

701—302.87(422) Capital gain deduction for certain types of net capital gains. Information relating
to the Iowa capital gain deduction available for tax years prior to January 1, 2023, can be found in prior
versions of rule 701—302.38(422). Prior versions of the Iowa Administrative Code are located here:
www.legis.iowa.gov/law/administrativeRules/agencies. For tax years beginning on or after January 1,
2023, net capital gains from the sale of real property used in a farming business and the sale of certain
livestock described in subrules 302.87(5) and 302.87(6) may be excluded in the computation of net
income for qualified individual taxpayers. To exclude qualifying capital gains, a taxpayer has to meet
certain holding period and material participation requirements, unless otherwise indicated in this rule.

302.87(1) Definitions. Unless otherwise indicated in this rule or required by the context, all words
and phrases used in this rule that are defined under Iowa Code section 422.7(13) shall have the same
meaning as provided to them under that Iowa Code section.

“Disabled individual” means an individual who is receiving benefits as a result of retirement from
employment or self-employment due to disability. In addition, a person is considered to be a disabled
individual if the individual is determined to be disabled in accordance with criteria established by the
Social Security Administration or other federal or state governmental agency.

302.87(2) Material participation. If the taxpayer has regular, continuous, and substantial
involvement in the operations of a farming business that meets the criteria for material participation
in an activity under Section 469(h) of the Internal Revenue Code and the federal tax regulations for
material participation in 26 CFR Sections 1.469-5 and 1.469-5T for the applicable number of years
required under Iowa law for the deduction, the taxpayer has met the material participation requirement.
Section 469(h)(3) of the Internal Revenue Code does not apply when determining material participation
for the purposes of this rule.

a. Work done in connection with an activity is not participation in the activity if the work is not
of a type that is customarily done by an owner and one of the principal purposes for the performance of
the work is to avoid the disallowance of any loss or credit from the activity.

b. Work done in an activity by an individual in the individual’s capacity as an investor is not
material participation in the business or activity unless the investor is directly involved in the day-to-day
management or operations of the activity or business. Investor-type activities include the study and
review of financial statements or reports on operations of the activity, preparing or compiling summaries
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or analyses of finances or operations of the activity for the individual’s own use, and monitoring the
finances or operations of the activity in a nonmanagerial capacity.

c. A highly relevant factor in material participation in a business is how regularly the taxpayer is
present at the place where the principal operations of a business are conducted. In addition, a taxpayer is
likely to have material participation in a business if the taxpayer performs all functions of the business.
The fact that the taxpayer utilizes employees or contracts for services to perform daily functions in a
business will not prevent the taxpayer from qualifying as materially participating in the business, but the
services will not be attributed to the taxpayer.

d. In determining whether a particular taxpayer has material participation in a business,
participation of the taxpayer’s spouse in a business must also be taken into account. Activity done by a
taxpayer’s spouse is considered activity done by the taxpayer. The spouse’s participation in the business
must be taken into account even if the spouse does not file a joint state return with the taxpayer or if the
spouse has no ownership interest in the business. The activities of other family members, employees,
independent contractors, vendors, laborers, or consultants are not attributed to the taxpayer to determine
material participation.

e. Generally, an individual will be considered as materially participating in a tax year if the
taxpayer satisfies or meets any of the following tests:

(1) The individual participates in the farming business for more than 500 hours in the taxable year.
(2) The individual’s participation in the farming business constitutes substantially all of the

participation of all individuals in the business (including individuals who are not owners of interests
in the business) for the tax year.

EXAMPLE: Taxpayer A is a teacher in a small town in southeast Iowa. Taxpayer A owns 20 acres of
farmland. Taxpayer A grows various crops on this land and is the only one who works on the farm. In
the summer of 2023, there was a drought killing most of Taxpayer A’s crops so Taxpayer A spent only
80 hours in 2023 growing crops. Taxpayer A is deemed to have materially participated in the farming
business in 2023.

(3) The individual participates in the farming business for more than 100 hours in the tax year, and
no other individual (including individuals who are not owners of interests in the business) participates
more in the business than the taxpayer during the tax year.

(4) The individual participates in two or more businesses, excluding rental businesses, in the tax
year and participates for more than 500 hours in all of the businesses and more than 100 hours in each of
the businesses, and the participation is not material participation within the meaning of one of the tests
in subparagraphs 302.87(2)“e”(1) through (3), (5) and (6).

EXAMPLE: Taxpayer B is a full-time CPA. Taxpayer B owns a restaurant and a farm. In 2023,
Taxpayer B spent 400 hours working on the farm and 150 hours at the restaurant, and other individuals
spent more time in the business activity than Taxpayer B did. Taxpayer B is treated as a material
participant in each of the businesses in 2023.

(5) The individual materially participated (determined without regard to this subparagraph) in a
farming business for five of the ten years preceding the applicable tax year.

EXAMPLE: Taxpayer C is the co-owner of a farming business. Taxpayer C stopped farming in 2018
after 15 years of farming. Since Taxpayer C stopped farming, Taxpayer C has retained interest in the
farming business. Taxpayer C is considered to be materially participating in the business in 2019, 2020,
2021, 2022, and 2023 because Taxpayer C materially participated in the farming business during five of
the ten years immediately preceding 2019, 2020, 2021, 2022, and 2023.

(6) The individual participates in the business activity for more than 100 hours and, based on all
the facts and circumstances, the individual participates on a regular, continuous, and substantial basis.
Management activities of a taxpayer are not considered for purposes of determining if there was material
participation if either of the following applies: any person other than the taxpayer is compensated for
management services or any person provides more hours of management services than the taxpayer.

f. The following paragraphs provide additional information regarding material participation:
(1) Limited partners of a limited partnership. The limited partners will not be treated as materially

participating in any activity of a limited partnership except in a situation where the limited partner
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would be treated as materially participating under the material participation tests in subparagraphs
302.87(2)“e”(1) or 302.87(2)“e”(5) above if the taxpayer were not a limited partner for the tax year.

(2) Cash farm lease. A taxpayer who rents out farmland on a cash basis is not materially
participating in a farming business. The burden is on the taxpayer to show that the taxpayer materially
participated in the farming business operated on the cash-rented farmland.

(3) Farmer landlord involved in crop-share arrangement. A farmer landlord is subject to
self-employment tax on net income from a crop-share arrangement with a tenant. The landlord is
considered to be materially participating with the tenant in the crop-share activity if the landlord
satisfies one of the four following tests:

TEST 1: The landlord does any three of the following: (1) pays or is obligated to pay for at least half
the direct costs of producing the crop; (2) furnishes at least half the tools, equipment, and livestock used
in producing the crop; (3) consults with the tenant; and (4) inspects the production activities periodically.

TEST 2: The landlord regularly and frequently makes, or takes part in making, management decisions
substantially contributing to or affecting the success of the enterprise.

TEST 3: The landlord worked 100 hours or more spread over a period of five weeks or more in
activities connected with crop production.

TEST 4: The landlord has done tasks or performed duties which, considered in their total effect, show
that the landlord was materially and significantly involved in the production of the farm commodities.

(4) Conservation reserve program (CRP). Activities conducted under the CRP do not fall within
the definition of “farming business” under Iowa Code section 422.7. If a taxpayer’s only activity is
managing CRP land, the taxpayer does not meet the material participation requirement. A taxpayer
may still meet the material participation requirement if the taxpayer materially participates in a farming
business through a different activity.

(5) Recordkeeping requirements. Taxpayers are required to provide proof of services performed
and the hours attributable to those services. Detailed records should be maintained by the taxpayer, on
as close to a daily basis as possible at or near the time of the performance of the activity, to verify that the
material participation test has been met. However, material participation can be established by any other
reasonable means, such as approximating the number of hours based on appointment books, calendars,
or narrative summaries. Records prepared long after the activity, in preparation of an audit or proceeding,
are insufficient to establish participation in an activity.

302.87(3) Lifetime election. A retired farmer may make a single lifetime election on a form
prescribed by the department to exclude all qualifying capital gains from the sale of real property used
in a farming business and the sale of certain livestock described in subrules 302.87(5) and 302.87(6).
If a retired farmer makes the election described in this subrule, the retired farmer is not eligible to
make the election to exclude the net income received pursuant to a farm tenancy agreement covering
real property under Iowa Code section 422.7(14) and rule 701—302.88(422) or claim the beginning
farmer tax credit under Iowa Code section 422.11E in the same tax year or any subsequent tax year.
The election is irrevocable once made.

a. Beginning farmer tax credit. A retired farmer shall not utilize an unclaimed amount of a
beginning farmer tax credit in the same tax year they are making an election described in this subrule or
in subrule 302.88(3) or in any subsequent tax year.

b. Surviving spouses. A surviving spouse of a deceased retired farmer may be eligible to make the
election described in this subrule or the election described in subrule 302.88(3) or exclude the qualifying
income pursuant to the election made by the retired farmer prior to death.

(1) A surviving spouse of a deceased retired farmer may make the election described in this subrule
or the election described in subrule 302.88(3) on behalf of the deceased retired farmer that the retired
farmer would have been eligible to make prior to death. A surviving spouse may only make an election
on behalf of the deceased retired farmer by the due date of the tax return, including extensions, for the
tax year immediately following the tax year of the retired farmer’s death.

EXAMPLE 1: Farmer A, a retired farmer, owned real property used in a farming business, Plot 1.
Farmer A was married to Spouse B. Farmer A sold Plot 1 which generated a capital gain. Farmer A died
later that tax year. Farmer A qualified to make an election to exclude qualifying capital gains from the
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calculation of net income prior to death but did not make an election before death. Spouse B can make
an election on behalf of Farmer A on the final tax return.

(2) If a retired farmer made the election described in this subrule or the election described in subrule
302.88(3) prior to death, the surviving spouse of the deceased retired farmer may exclude the qualifying
income pursuant to the election made by the retired farmer prior to death. A surviving spouse cannot
change the election the deceased retired farmer made. Any election made by the retired farmer prior to
death is binding on all real property used in a farming business owned by the retired farmer at the time
of death. This election is only binding on the retired farmer and the surviving spouse.

EXAMPLE 2: Farmer C, a retired farmer, owned real property used in a farming business, Plot
2. Farmer C was married to Spouse D. Farmer C met the material participation and holding period
requirements. Farmer C made the election to exclude net income from a farm tenancy agreement
described in subrule 302.88(3) from Plot 2. Farmer C then died. Spouse D inherited Plot 2 from Farmer
C. Spouse D does not qualify to make an election. Spouse D may exclude net income from a farm
tenancy agreement from Plot 2 pursuant to the election Farmer C made before death. Spouse D cannot
exclude qualifying capital gains with regard to Plot 2 or claim the beginning farmer tax credit.

EXAMPLE 3: Assume the same facts as Example 2 but Spouse D does qualify to make an election
independent of Farmer C. Spouse D still cannot exclude qualifying capital gains from Plot 2 or claim
the beginning farmer tax credit unless Spouse D disclaims Farmer C’s election and makes an election as
described in subparagraph 3.

EXAMPLE 4: Farmer E, a retired farmer, owned real property used in a farming business, Plot 3,
Plot 4, and Plot 5. Farmer E was married to Spouse F. Farmer E met the holding period and material
participation requirements. Farmer E sold Plot 3, which generated a capital gain. Farmer E made an
election to exclude the capital gain. Farmer E then died. Spouse F inherited Plot 4 and Plot 5 from
Farmer E. Plot 4 and Plot 5 are bound by the election Farmer E made before death. Spouse F is eligible
to exclude the capital gain from the sale of Plot 4 and Plot 5 pursuant to the election Farmer E made.
Spouse F cannot exclude net income from a farm tenancy agreement from Plot 4 or Plot 5 or claim the
beginning farmer tax credit.

EXAMPLE 5: Farmer G, a retired farmer, owned real property used in a farming business, Plot 6
and Plot 7. Farmer G was married to Spouse H. Farmer G met the holding period and the material
participation requirements. Farmer G made the election to exclude net income from a farm tenancy
agreement described in subrule 302.88(3) from Plot 6 and Plot 7. Farmer G then died. Spouse H inherited
Plot 6 and Plot 7. Spouse H is bound by the election made by Farmer G on Plot 6 and Plot 7 and may
exclude the net income from a farm tenancy agreement for those plots. Spouse H gets remarried to a
new spouse, Spouse J. Spouse H then dies. Spouse J inherits Plot 6 and Plot 7 from Spouse H. Spouse J
is not a surviving spouse of a retired farmer and is not bound by the election Farmer G originally made
on Plot 6 and Plot 7. Spouse J may make an election described in this subrule or described in subrule
302.88(3) on Plot 6 and Plot 7 if Spouse J meets the eligibility criteria.

(3) A surviving spouse of a deceased retired farmer may disclaim the election made by the retired
farmer. If a surviving spouse of a deceased retired farmer makes this disclaimer, the surviving spouse is
not eligible to deduct qualifying income pursuant to an election made by the retired farmer prior to death.
A surviving spouse of a deceased retired farmer shall make this disclaimer on a form prescribed by the
department and file the form with the surviving spouse’s income tax return. A surviving spouse must
make the disclaimer by the due date of the tax return, including extensions, for the tax year immediately
following the tax year of the retired farmer’s death. If the surviving spouse excluded income on the
surviving spouse’s return for the tax year of the retired farmer’s death pursuant to the election the retired
farmer made and wants to disclaim the election, then the surviving spouse must amend the surviving
spouse’s return to include that income in Iowa net income and adjust tax liability accordingly. If no
disclaimer is made by the due date, including extensions, of the surviving spouse’s income tax return for
the tax year immediately following the tax year of the retired farmer’s death, then the surviving spouse
is no longer eligible to make a disclaimer and is bound by the election the retired farmer made. The
disclaimer is irrevocable once made. Once a disclaimer has been made, a surviving spouse may make
a single lifetime election that would also apply to the land previously bound by the deceased retired
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farmer’s election if the surviving spouse meets the definition of a retired farmer. A surviving spouse
may make a single lifetime election that would apply to land not bound by the deceased retired farmer’s
election if the surviving spouse meets the eligibility criteria.

EXAMPLE 6: Farmer K, a retired farmer, owned real property used in a farming business, Plot 8.
Farmer K was married to Spouse L. Farmer K met the holding period and the material participation
requirements. Farmer K made the election to exclude net income from a farm tenancy agreement
described in subrule 302.88(3) from Plot 8. Farmer K then died. Spouse L inherited Plot 8 from Farmer
K. Spouse L independently qualifies as a retired farmer to make an election described in this subrule or
the election described in subrule 302.88(3). Spouse L may exclude net income from a farm tenancy
agreement from Plot 8 pursuant to the election Farmer K made before death, or Spouse L may disclaim
that election and make Spouse L’s own election to exclude capital gains from Plot 8.

EXAMPLE 7: Assume the same facts as Example 6 except Spouse L does not independently qualify
as a retired farmer to make an election described in this subrule or the election described in subrule
302.88(3). Spouse L may exclude net income from a farm tenancy agreement from Plot 8 pursuant to
the election Farmer Kmade before death, or Spouse Lmay disclaim that election and not exclude income
because Spouse L does not qualify to make an election as a retired farmer.

c. Joint owners. A retired farmer may exclude income pursuant to the election described in this
subrule or the election described in subrule 302.88(3) to the extent of the retired farmer’s ownership
interest in the real property.

(1) A retired farmer who owns real property used in a farming business jointly with a spouse and
makes the election described in this subrule or the election described in subrule 302.88(3) may only
exclude qualifying income from that real property to the extent of the retired farmer’s ownership interest
held in that real property. The retired farmer’s ownership interest does not include the ownership interest
of the retired farmer’s spouse. If each spouse qualifies as a retired farmer, each spousemaymake different
elections on the property they jointly own to the extent of their respective ownership interests. There is a
rebuttable presumption that spouses who jointly own real property used in a farming business each have
a 50 percent ownership interest in the real property. This can be rebutted with documentation proving a
different ownership percentage.

EXAMPLE 8: Farmer M and Farmer N, both retired farmers, are married and own Plot 9 jointly. They
each have a 50 percent ownership interest in Plot 9. They both qualify to make the election to exclude
qualifying capital gains or net income from a farm tenancy agreement. They file jointly for Iowa tax
purposes. In 2023, Farmer M and Farmer N receive $50,000 total in net income from a farm tenancy
agreement covering Plot 9. Farmer M makes the election to exclude net income from a farm tenancy
agreement. Farmer N does not make an election. Farmer M is eligible to exclude $25,000, 50 percent
of the net income from Plot 9, from net income. Farmer N must include $25,000, 50 percent of the net
income from the farm tenancy agreement, in net income. Farmer N is still eligible to make an election to
exclude qualifying capital gains or net income from a farm tenancy agreement in a subsequent tax year.

EXAMPLE 9: Assume the same facts as Example 8 except Farmer N makes the same election to
exclude net income from a farm tenancy agreement. On the jointly filed return, Farmer M and Farmer
N can exclude from net income $50,000, 100 percent of the net income from a farm tenancy agreement.

EXAMPLE 10: Assume the same facts as Example 8 except Farmer N does not qualify to make an
election to exclude qualifying capital gains or net income from a farm tenancy agreement. Farmer M can
exclude from net income $25,000, 50 percent of the net income received from a farm tenancy agreement
on Plot 9. Farmer N must include in net income $25,000, 50 percent of the net income from the farm
tenancy agreement on Plot 9.

(2) A retired farmer who owns real property used in a farming business jointly with someone who
is not the retired farmer’s spouse may only exclude qualifying income from that real property to the
extent of the retired farmer’s ownership interest held in the real property.

EXAMPLE 11: Farmer O, a retired farmer, owns Plot 10 jointly with Farmer P. Farmer O and Farmer
P are not taxed as a partnership. Farmer O has a 60 percent ownership interest in Plot 10, while Farmer P
has a 40 percent ownership interest. Farmer O qualifies to make an election to exclude qualifying capital
gains or net income from a farm tenancy agreement. Farmer P does not. Farmer O and Farmer P sell Plot

https://www.legis.iowa.gov/docs/iac/rule/701.302.88.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.88.pdf


IAC 11/1/23 Revenue[701] Ch 302, p.87

10 for a capital gain of $100,000. Farmer O elects to exclude the capital gain. Farmer O may exclude
from net income $60,000, 60 percent of the capital gain. Farmer P is required to include $40,000 in net
income, 40 percent of the capital gain.

302.87(4) Net capital gains from the sale of real property used in a farming business. Net capital
gains from the sale of real property used in a farming business may be excluded from the owner’s Iowa
net income if the owner held the real property used in a farming business for ten or more years and
materially participated in a farming business for at least ten years. If the taxpayer is a retired farmer, the
taxpayer must make the election described in subrule 302.87(3) to exclude qualifying capital gains. It is
not required that the property be located in Iowa for the owner to qualify for the deduction.

a. Material participation means the same as “materially participated” as defined in Iowa Code
section 422.7(13) and described in detail in subrule 302.87(2). If the taxpayer is a retired farmer and
materially participated in a farming business for ten or more years in the aggregate, then the taxpayer
will meet the material participation requirements. If the taxpayer is not a retired farmer, the taxpayer
must have materially participated in a farming business for the ten years immediately preceding the sale.
When determining whether a taxpayer is no longer materially participating to meet the definition of a
retired farmer, the material participation test in subparagraph 302.87(2)“e”(5) shall not apply and the
participation of the spouse of the taxpayer does not count as participation by the taxpayer.

b. If the taxpayer has held the real property used in a farming business and sells the property to a
relative of the taxpayer, the net capital gain from the sale may be excluded from net income regardless
of whether the taxpayer met the material participation or holding period requirements.

c. In situations in which real property was sold by a partnership, S corporation, limited liability
company, estate, or trust and the capital gain from the sale of the real property flows through to the
owners of the business entity for federal income tax purposes, the owners may exclude the capital gain
from their net incomes if the real property was held for ten or more years and the owners had materially
participated in a farming business for ten years prior to the date of sale of the real property, or ten years
in the aggregate if the owner is a retired farmer.

d. Installments received in the tax year from installment sales of real property used in a farming
business are eligible for the exclusion of capital gains from net income if all relevant criteria were met
at the time of the installment sale.

EXAMPLE: A taxpayer received an installment payment in 2025 from the sale of real property used
in a farming business that occurred in 2023. The installment received in 2025 would qualify for the
exclusion if the taxpayer had held the real property for a minimum of ten years and had materially
participated in a farming business for a minimum of ten years at the time of the sale in 2023.

e. Capital gains from the sale of real property by a C corporation do not qualify for the capital
gain deduction.

f. The following noninclusive examples illustrate how this subrule applies:
EXAMPLE 1: S corporation, X, owned 1,000 acres of farmland. Taxpayer A is the sole shareholder

of X and had materially participated in X for more than ten years at the time that X sold 500 acres of
the farmland for a capital gain of $100,000. X owned the farmland for more than ten years at the time
of the sale. The capital gain recognized by X that passed through to Taxpayer A as the shareholder of X
can be excluded from Iowa net income because Taxpayer A met the material participation and holding
period requirements.

EXAMPLE 2: Taxpayer B and Taxpayer C are brothers who both owned 50 percent of the stock in an
S corporation, Y, that owned 1,000 acres of farmland. Taxpayer B managed all the farming operations
for Y from the time Y was formed in 2010. Taxpayer C did not participate in the farming operations. Y
sold 200 acres of the farmland to another brother, Taxpayer D, for a $50,000 gain. $25,000 of the capital
gain passed through to Taxpayer B, and $25,000 of the capital gain passed through to Taxpayer C. Both
Taxpayer B and Taxpayer C had owned the corporation for at least ten years at the time the land was
sold, but only Taxpayer B had materially participated in the corporation for at least ten years. Taxpayer
B may exclude the $25,000 capital gain from the land sale because he met the time held and material
participation requirements. Taxpayer C may exclude the $25,000 capital gain because the land was sold
to a relative of Taxpayer C.
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EXAMPLE 3: Taxpayer E owned and materially participated in a farming business for 15 years and
raised row crops. There were 500 acres of land in the farming business, 300 acres had been held for
15 years, and 200 acres had been held for five years. Taxpayer E sold the 500 acres of land. Taxpayer
E cannot exclude the capital gain from the sale of the 200 acres that had only been held for five years.
Taxpayer E may exclude the capital gain from the sale of the 300 acres of land that had been held for 15
years.

EXAMPLE 4: Taxpayer F owned and materially participated in a farming business for more than ten
years. In this business, Taxpayer F farmed a neighbor’s land on a crop-share basis throughout the period.
Taxpayer F bought 80 acres of land and farmed that land for six years until Taxpayer F sold the land for a
capital gain of $20,000. Taxpayer F cannot exclude the capital gain because the farmland had been held
for less than ten years even though Taxpayer F materially participated in a farming business for more
than ten years.

EXAMPLE 5: Taxpayer G and Taxpayer H were partners in a partnership since 2008 that owned 80
acres of farmland. Taxpayer G and Taxpayer H are both over 55 years old. The land was sold in 2023
when Taxpayer G and Taxpayer H retired from farming. In all the years Taxpayer G and Taxpayer H
were partners in the partnership, Taxpayer G materially participated in the farming business. Taxpayer H
was a material participant for the years 2008-2013 and 2018-2023. Taxpayer G and Taxpayer H realized
a capital gain of $50,000 from the land sale, which was divided equally between them. Taxpayer G was
able to exclude $25,000 of the capital gain that Taxpayer G received from the sale since Taxpayer G had
held the land and materially participated in a farming business for at least ten years at the time the land
was sold. Taxpayer H was able to exclude $25,000 of the capital gain because, although Taxpayer H
had not materially participated in a farming business for ten consecutive years when the land was sold,
Taxpayer H was a retired farmer and had materially participated in a farming business for ten years in
the aggregate.

EXAMPLE 6: Taxpayer J had a farming business that Taxpayer J owned and materially participated
in for 20 years. There were two tracts of farmland in the farming business. Taxpayer J sold one tract of
farmland in the farming business that Taxpayer J had held for more than ten years for a $50,000 capital
gain. The farmland was sold to a person who was not a relative. During the same year, Taxpayer J had
$30,000 in long-term capital losses from sales of stock. In this situation, the capital gains would not
be applied against the capital losses. Because the capital losses are unrelated to the farming business,
Taxpayer J does not have to reduce the Iowa capital gain deduction by the capital losses from the sales
of stock.

EXAMPLE 7: Taxpayer K had owned farmland, Plot A, and had materially participated in a farming
business since 2010. In 2018, Taxpayer K entered into a like-kind exchange under Section 1031 of the
Internal Revenue Code for farmland, Plot B. Taxpayer K continued to materially participate in a farming
business. Plot B was sold in 2023, resulting in a capital gain. Under Section 1223 of the Internal Revenue
Code, the holding period for the capital gain starts in 2010. Taxpayer K held Plot B for less than ten
years, but because Taxpayer K met the ten-year holding period requirement under Section 1223, the
capital gain from the sale qualifies for the Iowa capital gain deduction.

EXAMPLE 8: Taxpayer L and Taxpayer M, a married couple, owned farmland in Iowa since 1995.
Taxpayer L died in 2010 and, under Taxpayer L’s will, Taxpayer M acquired a life interest in the farm.
The farmland was managed by their child, Taxpayer N, after Taxpayer L’s death. Taxpayer N had a
remainder interest. Taxpayer M died in 2018, and Taxpayer N continued to materially participate and
manage the farm operation. Taxpayer N sold the farmland in 2023 and reported a capital gain. Under
Section 1223 of the Internal Revenue Code, the holding period for the capital gain starts in 2010, when
Taxpayer L died. Because the holding period for the capital gain was ten years or more, and Taxpayer
N met the material participation requirement, Taxpayer N can deduct the capital gain.

302.87(5) Net capital gains from the sale of cattle or horses used for certain purposes and held for 24
months by taxpayers who are retired farmers. Net capital gains from the sale of cattle or horses held for
24 months or more for draft, breeding, dairy, or sporting purposes may be excluded from the taxpayer’s
Iowa net income if the taxpayer is a retired farmer and the taxpayer made the election described in subrule
302.87(3). The retired farmer must have materially participated in the farming business in which the
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cattle or horses were held for five of the eight years preceding the retired farmer’s retirement or disability
and must have sold all or substantially all of the retired farmer’s interest in the farming business by the
time the election is made. For purposes of this subrule and subrule 302.87(6), “substantially all” means
90 percent of the interest in the farming business.

a. Material participation means the same as “materially participated” as defined in Iowa Code
section 422.7(13) and described in detail in subrule 302.87(2). When determining whether a taxpayer
is no longer materially participating to meet the definition of a retired farmer, the material participation
test in subparagraph 302.87(2)“e”(5) shall not apply and the participation of the spouse of the taxpayer
does not count as participation by the taxpayer.

b. Whether cattle or horses sold by the taxpayer after the taxpayer has held them 24 months or
more were held for draft, breeding, dairy, or sporting purposes may be determined from federal court
cases on such sales and the standards and examples included in 26 CFR Section 1.1231-2. Proper records
should be kept showing purchase and birth dates of cattle and horses. The absence of records may make
it impossible for the owner to show that the owner held a particular animal for the necessary holding
period. Whether cattle or horses are held for draft, breeding, dairy, or sporting purposes depends on all
the facts and circumstances of each case.

c. Capital gains from sales of qualifying cattle or horses by an S corporation, partnership, or
limited liability company, where the capital gains flow through to the owners of the respective business
entity for federal income tax purposes, qualify for the capital gain deduction to the extent the owners
receiving the capital gains are retired farmers who meet all the relevant criteria.

d. Capital gains from sales of qualifying cattle or horses by a C corporation are not eligible for
the capital gain deduction.

302.87(6) Net capital gains from the sale of breeding livestock, other than cattle or horses, held for
12 or more months by taxpayers who are retired farmers. Net capital gains from the sale of breeding
livestock, other than cattle or horses, held for 12 or more months may be excluded from the taxpayer’s
Iowa net income if the taxpayer is a retired farmer and the taxpayer made the election described in subrule
302.87(3). The retired farmer must have materially participated in the farming business in which the
breeding livestock, other than cattle or horses, were held for five of the eight years preceding the retired
farmer’s retirement or disability. The retired farmer must have sold all or substantially all of the retired
farmer’s interest in the farming business by the time the election is made.

a. Material participation means the same as “materially participated” as defined in Iowa Code
section 422.7(13) and described in detail in subrule 302.87(2). When determining whether a taxpayer
is no longer materially participating to meet the definition of a retired farmer, the material participation
test in subparagraph 302.87(2)“e”(5) shall not apply and the participation of the spouse of the taxpayer
does not count as participation by the taxpayer.

b. If livestock other than cattle or horses is considered to have been held for breeding purposes
under the criteria established in 26 CFR Section 1.1231-2, the livestock will also be deemed to have
been breeding livestock for purposes of this rule. Proper records should be kept showing purchase and
birth dates of breeding livestock. The absence of records may make it impossible for the owner to show
that the owner held a particular animal for the necessary holding period. Whether livestock are held for
breeding purposes depends on all the facts and circumstances of each case.

c. Capital gains from sales of qualifying livestock other than cattle or horses by an S corporation,
partnership, or limited liability company, where the capital gains flow through to the owners of the
respective business entity for federal income tax purposes, qualify for the capital gain deduction to the
extent the owners receiving the capital gains are retired farmers who meet all the relevant criteria.

d. Capital gains from the sale of breeding livestock other than cattle or horses by a C corporation
are not eligible for the capital gain deduction.

302.87(7) Installments from sales consummated before January 1, 2023. Installments from sales
that were consummated before January 1, 2023, that result in net capital gains qualify for the capital
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gain deduction if the requirements of Iowa Code section 422.7(21) and rule 701—302.38(422), as they
existed prior to January 1, 2023, were met at the time the sale was consummated.

This rule is intended to implement Iowa Code section 422.7(13).
[ARC 7102C, IAB 10/18/23, effective 11/22/23]

701—302.88(422) Net income from a farm tenancy agreement covering real property. An eligible
individual may elect to exclude net income from a farm tenancy agreement covering real property held
by the individual for ten or more years from the computation of net income, if the eligible individual
materially participated in a farming business for ten or more years.

302.88(1) Definitions. Unless otherwise indicated in this rule or required by the context, all words
and phrases used in this rule that are defined under Iowa Code section 422.7(14) shall have the same
meaning as provided to them under that Iowa Code section.

“Disabled individual” means an individual who is receiving benefits as a result of retirement from
employment or self-employment due to disability. In addition, a person is considered to be a disabled
individual if the individual is determined to be disabled in accordance with criteria established by the
Social Security Administration or other federal or state governmental agency.

“Held” shall be determined with reference to the holding period provisions of Section 1223 of the
Internal Revenue Code and the federal regulations pursuant thereto.

302.88(2) Material participation. Material participation for the purposes of this rule is determined
pursuant to subrule 302.87(2) and the definition of “materially participated” in Iowa Code section
422.7(14). An eligible individual meets the material participation requirements if the individual
materially participated in a farming business for ten years or more in the aggregate. When determining
whether an eligible individual has stopped materially participating, the material participation test in
subparagraph 302.87(2)“e”(5) and the material participation of a spouse shall not apply.

302.88(3) Lifetime election. An eligible individual may make a single lifetime election on a form
prescribed by the department to exclude net income pursuant to a farm tenancy agreement covering real
property. If an eligible individual makes the election described in this subrule, the eligible individual
is not eligible to make an election to exclude the capital gain from the sale of real property used in a
farming business or certain livestock under Iowa Code section 422.7(13) and rule 701—302.87(422)
or claim the beginning farmer tax credit under Iowa Code section 422.11E in the same tax year or any
subsequent tax year. The election is irrevocable once made.

a. Beginning farmer tax credit. A retired farmer shall not utilize an unclaimed amount of a
beginning farmer tax credit in the same tax year the retired farmer is making an election described in
this subrule or in subrule 302.87(3) or in any subsequent tax year.

b. Surviving spouses. A surviving spouse of a deceased eligible individual may make the election
described in this subrule or the election described in subrule 302.87(3) subject to the provisions of subrule
302.87(3). For purposes of this subrule, “retired farmer” as used in subrule 302.87(3) has the same
meaning as “eligible individual.”

c. Joint owners. An eligible individual may exclude income pursuant to the election described
in this subrule or the election described in subrule 302.87(3) to the extent of the eligible individual’s
ownership interest in the real property subject to the provisions of subrule 302.87(3). For purposes of
this subrule, “retired farmer” as used in subrule 302.87(3) has the same meaning as “eligible individual.”

302.88(4) Amount of exclusion. An eligible individual that has made the election described in
subrule 302.88(3) may exclude the amount of net income received from a farm tenancy agreement
covering real property. An eligible individual may exclude net income from any qualifying farm
tenancy agreement covering real property if the holding period requirements are met with respect to the
real property in question, including agreements that are entered into after the single lifetime election is
made. The amount of the exclusion cannot exceed the fair profits which would normally arise from a
farm tenancy agreement between two parties operating at arm’s length.

This rule is intended to implement Iowa Code section 422.7(14).
[ARC 7102C, IAB 10/18/23, effective 11/22/23]

[Filed 12/12/74]

https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.38.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7102C.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/ico/section/422.11E.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.87.pdf
https://www.legis.iowa.gov/docs/iac/rule/701.302.88.pdf
https://www.legis.iowa.gov/docs/ico/section/422.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/7102C.pdf
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[Filed 12/10/76, Notice 9/22/76—published 12/29/76, effective 2/2/77]
[Filed 10/14/77, Notice 9/7/77—published 11/2/77, effective 12/7/77]
[Filed 9/18/78, Notice 7/26/78—published 10/18/78, effective 11/22/78]
[Filed 12/7/79, Notice 10/31/79—published 12/26/79, effective 1/30/80]

[Filed emergency 7/17/80—published 8/6/80, effective 7/17/80]
[Filed 12/5/80, Notice 10/29/80—published 12/24/80, effective 1/28/81]
[Filed 11/20/81, Notice 10/14/81—published 12/9/81, effective 1/13/82]
[Filed 10/22/82, Notice 9/15/82—published 11/10/82, effective 12/15/82]
[Filed 12/3/82, Notice 10/27/82—published 12/22/82, effective 1/26/83]
[Filed 3/23/84, Notice 2/15/84—published 4/11/84, effective 5/16/84]
[Filed 7/27/84, Notice 6/20/84—published 8/15/84, effective 9/19/84]◊
[Filed 8/10/84, Notice 7/4/84—published 8/29/84, effective 10/3/84]
[Filed 1/25/85, Notice 12/19/84—published 2/13/85, effective 3/20/85]
[Filed 5/3/85, Notice 3/27/85—published 5/22/85, effective 6/26/85]
[Filed 5/31/85, Notice 4/24/85—published 6/19/85, effective 7/24/85]
[Filed 9/6/85, Notice 7/31/85—published 9/25/85, effective 10/30/85]
[Filed 8/22/86, Notice 7/16/86—published 9/10/86, effective 10/15/86]
[Filed 10/3/86, Notice 8/27/86—published 10/22/86, effective 11/26/86]
[Filed emergency 11/14/86—published 12/17/86, effective 11/14/86]
[Filed emergency 12/23/87—published 1/13/88, effective 12/23/87]
[Filed 1/7/88, Notice 12/2/87—published 1/27/88, effective 3/2/88]
[Filed 2/19/88, Notice 1/13/88—published 3/9/88, effective 4/13/88]
[Filed 9/18/88, Notice 7/13/88—published 9/7/88, effective 10/12/88]
[Filed 1/4/89, Notice 11/30/88—published 1/25/89, effective 3/1/89]

[Filed 9/29/89, Notice 8/23/89—published 10/18/89, effective 11/22/89]
[Filed 1/19/90, Notice 12/13/89—published 2/7/90, effective 3/14/90]
[Filed 8/30/90, Notice 7/25/90—published 9/19/90, effective 10/24/90]
[Filed 11/7/91, Notice 10/2/91—published 11/27/91, effective 1/1/92]◊
[Filed 1/17/92, Notice 12/11/91—published 2/5/92, effective 3/11/92]◊

[Filed emergency 5/8/92—published 5/27/92, effective 5/8/92]
[Filed 9/11/92, Notice 8/5/92—published 9/30/92, effective 11/4/92]
[Filed 10/9/92, Notice 9/2/92—published 10/28/92, effective 12/2/92]
[Filed 6/4/93, Notice 2/17/93—published 6/23/93, effective 7/28/93]
[Filed emergency 7/15/93—published 8/4/93, effective 7/15/93]

[Filed 9/10/93, Notice 8/4/93—published 9/29/93, effective 11/3/93]
[Filed emergency 10/22/93—published 11/10/93, effective 10/22/93]
[Filed 12/17/93, Notice 11/10/93—published 1/5/94, effective 2/9/94]
[Filed 5/20/94, Notice 4/13/94—published 6/8/94, effective 7/13/94]

[Filed 9/23/94, Notice 8/17/94—published 10/12/94, effective 11/16/94]
[Filed 1/12/95, Notice 12/7/94—published 2/1/95, effective 3/8/95]
[Filed 7/14/95, Notice 6/7/95—published 8/2/95, effective 9/6/95]
[Filed 1/12/96, Notice 12/6/95—published 1/31/96, effective 3/6/96]
[Filed 7/25/96, Notice 6/19/96—published 8/14/96, effective 9/19/96]
[Filed 8/23/96, Notice 7/17/96—published 9/11/96, effective 10/16/96]
[Filed 5/30/97, Notice 4/23/97—published 6/18/97, effective 7/23/97]
[Filed 9/19/97, Notice 8/13/97—published 10/8/97, effective 11/12/97]◊
[Filed 2/20/98, Notice 1/14/98—published 3/11/98, effective 4/15/98]◊
[Filed 5/15/98, Notice 4/8/98—published 6/3/98, effective 7/8/98]

[Filed 10/2/98, Notice 8/26/98—published 10/21/98, effective 11/25/98]
[Filed emergency 1/8/99 after Notice 12/2/98—published 1/27/99, effective 1/8/99]

[Filed 9/17/99, Notice 8/11/99—published 10/6/99, effective 11/10/99]
[Filed 12/23/99, Notice 11/17/99—published 1/12/00, effective 2/16/00]
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[Filed 2/3/00, Notice 12/29/99—published 2/23/00, effective 3/29/00]
[Filed 1/5/01, Notice 11/29/00—published 1/24/01, effective 2/28/01]
[Filed 3/15/02, Notice 1/23/02—published 4/3/02, effective 5/8/02]

[Filed 10/11/02, Notice 9/4/02—published 10/30/02, effective 12/4/02]
[Filed 9/26/03, Notice 8/20/03—published 10/15/03, effective 11/19/03]
[Filed 11/6/03, Notice 10/1/03—published 11/26/03, effective 12/31/03]
[Filed 1/30/04, Notice 12/24/03—published 2/18/04, effective 3/24/04]◊
[Filed 8/12/04, Notice 7/7/04—published 9/1/04, effective 10/6/04]
[Filed emergency 9/24/04—published 10/13/04, effective 9/24/04]

[Filed 10/22/04, Notice 9/15/04—published 11/10/04, effective 12/15/04]
[Filed 11/4/04, Notice 9/29/04—published 11/24/04, effective 12/29/04]

[Filed emergency 2/25/05—published 3/16/05, effective 2/25/05]
[Filed 9/22/05, Notice 8/3/05—published 10/12/05, effective 11/16/05]
[Filed 7/28/06, Notice 6/21/06—published 8/16/06, effective 9/20/06]
[Filed 11/1/06, Notice 8/16/06—published 11/22/06, effective 12/27/06]
[Filed 12/13/06, Notice 11/8/06—published 1/3/07, effective 2/7/07]
[Filed 1/11/07, Notice 12/6/06—published 1/31/07, effective 3/7/07]
[Filed 6/27/07, Notice 5/23/07—published 7/18/07, effective 8/22/07]
[Filed 10/5/07, Notice 8/15/07—published 10/24/07, effective 11/28/07]
[Filed 10/5/07, Notice 8/29/07—published 10/24/07, effective 11/28/07]
[Filed 3/7/08, Notice 1/30/08—published 3/26/08, effective 4/30/08]

[Filed 10/31/08, Notice 9/24/08—published 11/19/08, effective 12/24/08]
[Filed ARC 7761B (Notice ARC 7632B, IAB 3/11/09), IAB 5/6/09, effective 6/10/09]
[Filed ARC 8356B (Notice ARC 8223B, IAB 10/7/09), IAB 12/2/09, effective 1/6/10]
[Filed ARC 8589B (Notice ARC 8430B, IAB 12/30/09), IAB 3/10/10, effective 4/14/10]
[Filed ARC 8605B (Notice ARC 8481B, IAB 1/13/10), IAB 3/10/10, effective 4/14/10]
[Filed ARC 8702B (Notice ARC 8512B, IAB 2/10/10), IAB 4/21/10, effective 5/26/10]
[Filed ARC 9103B (Notice ARC 8944B, IAB 7/28/10), IAB 9/22/10, effective 10/27/10]
[Filed ARC 9821B (Notice ARC 9741B, IAB 9/7/11), IAB 11/2/11, effective 12/7/11]
[Filed ARC 9822B (Notice ARC 9739B, IAB 9/7/11), IAB 11/2/11, effective 12/7/11]
[Filed ARC 9820B (Notice ARC 9740B, IAB 9/7/11), IAB 11/2/11, effective 12/7/11]
[Filed ARC 0073C (Notice ARC 0005C, IAB 2/8/12), IAB 4/4/12, effective 5/9/12]
[Filed ARC 0251C (Notice ARC 0145C, IAB 5/30/12), IAB 8/8/12, effective 9/12/12]
[Filed ARC 0337C (Notice ARC 0232C, IAB 7/25/12), IAB 9/19/12, effective 10/24/12]
[Filed ARC 0398C (Notice ARC 0292C, IAB 8/22/12), IAB 10/17/12, effective 11/21/12]
[Filed ARC 1101C (Notice ARC 0976C, IAB 8/21/13), IAB 10/16/13, effective 11/20/13]
[Filed ARC 1137C (Notice ARC 1002C, IAB 9/4/13), IAB 10/30/13, effective 12/4/13]
[Filed ARC 1303C (Notice ARC 1231C, IAB 12/11/13), IAB 2/5/14, effective 3/12/14]
[Filed ARC 1665C (Notice ARC 1590C, IAB 8/20/14), IAB 10/15/14, effective 11/19/14]
[Filed ARC 2691C (Notice ARC 2617C, IAB 7/6/16), IAB 8/31/16, effective 10/5/16]
[Filed ARC 3085C (Notice ARC 2942C, IAB 2/15/17), IAB 5/24/17, effective 6/28/17]
[Filed ARC 3664C (Notice ARC 3542C, IAB 1/3/18), IAB 2/28/18, effective 4/4/18]
[Filed ARC 3770C (Notice ARC 3657C, IAB 2/28/18), IAB 4/25/18, effective 5/30/18]
[Filed ARC 4142C (Notice ARC 4022C, IAB 9/26/18), IAB 11/21/18, effective 12/26/18]
[Filed ARC 4309C (Notice ARC 4176C, IAB 12/19/18), IAB 2/13/19, effective 3/20/19]
[Filed ARC 4516C (Notice ARC 4408C, IAB 4/24/19), IAB 6/19/19, effective 7/24/19]
[Filed ARC 4517C (Notice ARC 4406C, IAB 4/24/19), IAB 6/19/19, effective 7/24/19]
[Filed ARC 4614C (Notice ARC 4500C, IAB 6/19/19), IAB 8/14/19, effective 9/18/19]

[Filed ARC 5606C (Amended Notice ARC 5503C, IAB 3/10/21; Notice ARC 5399C, IAB 1/27/21),
IAB 5/5/21, effective 6/9/21]

[Filed ARC 5673C (Notice ARC 5553C, IAB 4/7/21), IAB 6/2/21, effective 7/7/21]
[Filed ARC 5733C (Notice ARC 5612C, IAB 5/5/21), IAB 6/30/21, effective 8/4/21]

https://www.legis.iowa.gov/docs/aco/arc/7761B.pdf
https://www.legis.iowa.gov/docs/aco/arc/7632B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8356B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8223B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8589B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8430B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8605B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8481B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8702B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8512B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9103B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8944B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9821B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9741B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9822B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9739B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9820B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9740B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0073C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0005C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0251C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0145C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0337C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0232C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0398C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0292C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1101C.pdf
https://www.legis.iowa.gov/docs/aco/arc/0976C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1137C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1002C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1303C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1231C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1665C.pdf
https://www.legis.iowa.gov/docs/aco/arc/1590C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2691C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2617C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3085C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2942C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3664C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3542C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3770C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3657C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4142C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4022C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4309C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4176C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4516C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4408C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4517C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4406C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4614C.pdf
https://www.legis.iowa.gov/docs/aco/arc/4500C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5606C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5503C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5399C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5673C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5553C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5733C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5612C.pdf
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[Filed Emergency ARC 5817C, IAB 8/11/21, effective 7/13/21]
[Filed ARC 5915C (Notice ARC 5790C, IAB 7/28/21), IAB 9/22/21, effective 10/27/21]

[Editorial change: IAC Supplement 11/2/22]
[Filed ARC 6900C (Notice ARC 6746C, IAB 12/14/22), IAB 2/22/23, effective 3/29/23]
[Filed ARC 6902C (Notice ARC 6700C, IAB 11/30/22), IAB 2/22/23, effective 3/29/23]

[Editorial change: IAC Supplement 10/18/23]
[Filed ARC 7102C (Notice ARC 7050C, IAB 7/26/23), IAB 10/18/23, effective 11/22/23]
[Filed ARC 7103C (Notice ARC 7051C, IAB 7/26/23), IAB 11/1/23, effective 12/6/23]

◊ Two or more ARCs

https://www.legis.iowa.gov/docs/aco/arc/5817C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5915C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5790C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6900C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6746C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6902C.pdf
https://www.legis.iowa.gov/docs/aco/arc/6700C.pdf
https://www.legis.iowa.gov/docs/aco/arc/7102C.pdf
https://www.legis.iowa.gov/docs/aco/arc/7050C.pdf
https://www.legis.iowa.gov/docs/aco/arc/7103C.pdf
https://www.legis.iowa.gov/docs/aco/arc/7051C.pdf
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WORKFORCE DEVELOPMENT BOARD AND
WORKFORCE DEVELOPMENT CENTER

ADMINISTRATION DIVISION[877]
[Prior to 9/24/86, see Employment Security[370], renamed Job Service Division[345]

under the “umbrella” of Department of Employment Services by 1986 Iowa Acts, chapter 1245]
[Prior to 3/12/97, see Job Service Division[345]]

CHAPTER 1
WORKFORCE DEVELOPMENT BOARD

1.1(84A,PL113-128) Composition
1.2(84A) Meetings
1.3(84A,PL113-128) Purpose and duties
1.4(84A) Records
1.5(84A) Coordination with the department of corrections on private sector employment

projects
1.6(84A) Coordination with the department of corrections on construction and maintenance

projects

CHAPTER 2
MISSION AND STRUCTURE

2.1(84A) Mission
2.2(84A) Overall organization
2.3(17A,84A) Criticism of agency rule
2.4(17A,ExecOrd11) Requests for waiver of rules

CHAPTER 3
Reserved

CHAPTER 4
COORDINATING SERVICE PROVIDER

4.1(84A,84B) Purpose
4.2(84A,84B) Definitions
4.3(84A,84B) Regional advisory boards
4.4(84A,84B) Membership
4.5(84A,84B) 28E agreement
4.6(84A,84B) Responsibilities
4.7(84A,84B) Fiscal agent
4.8(84A,84B) Workforce development centers
4.9(84A,84B) Performance measures
4.10(84A,84B) Supervision of department staff
4.11(84A,84B) Rules and regulations
4.12(84A,84B) Contract
4.13(84A,84B) Vendors
4.14(84A,84B) Incentives and sanctions
4.15(84A,84B) Planning process

CHAPTER 5
Reserved

CHAPTER 6
REGIONAL ADVISORY BOARDS

6.1(84A,PL113-128) Definitions
6.2(84A,PL113-128) Number of boards
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6.3(84A,PL113-128) Composition—voting members
6.4(84A,PL113-128) Nomination process for voting members
6.5(84A,PL113-128) Appointment process
6.6(84A,PL113-128) Meetings
6.7(84A,PL113-128) Duties
6.8(84A,PL113-128) Board certification and decertification
6.9 Reserved
6.10(84A,PL113-128) Member travel expenses
6.11(84A,PL113-128) Records

CHAPTER 7
IOWA WORKFORCE INVESTMENT ACT PROGRAM

7.1(84A,PL105-220) Designation of responsibility
7.2(84A,PL105-220) Purpose
7.3(84A,PL105-220) Definitions
7.4(84A,PL105-220) Service delivery region designations
7.5(84A,PL105-220) Chief elected official board
7.6(84A,PL105-220) Regional workforce investment board
7.7(84A,PL105-220) Regional workforce investment board/chief elected official board agreement
7.8(84A,PL105-220) Youth advisory council
7.9(84A,PL105-220) Selection of coordinating service provider
7.10(84A,PL105-220) Selection of service providers
7.11(84A,PL105-220) Memorandum of understanding
7.12(84A,PL105-220) Performance measures
7.13(84A,PL105-220) Regional customer service plan
7.14(84A,PL105-220) Activities and services
7.15(84A,PL105-220) Individual training accounts
7.16(84A,PL105-220) Certification of training providers
7.17(84A,PL105-220) Financial management
7.18(84A,PL105-220) Auditing
7.19(84A,PL105-220) Debt collection procedures
7.20(84A,PL105-220) Grantee report requirements
7.21(84A,PL105-220) Compliance review system
7.22 Reserved
7.23(84A,PL105-220) Regional level complaint procedures
7.24(84A,PL105-220) Department complaint procedures
7.25(260H) Regional industry sector partnerships

CHAPTER 8
PLACEMENT

8.1(96) Definitions
8.2(96) Job application and related areas
8.3(96) Job orders and related areas
8.4(96) Order filling and related areas
8.5(96) Complaints
8.6(96) Iowa work permits
8.7(96) Alien employment certification
8.8(96) Defense manpower policy number 4 (DMP-4)
8.9(96) Federal regulation (41 CFR 50-250)— Executive Order 11701
8.10(96) PROMISE JOBS program
8.11(96) Trade Act of 1974
8.12(96) Food stamp program
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CHAPTER 9
LABOR-MANAGEMENT COOPERATION PROGRAM

9.1(77GA,ch1225) Purpose
9.2(77GA,ch1225) Definitions
9.3(77GA,ch1225) Requests for training funds
9.4(77GA,ch1225) Grant period and amount of grants
9.5(77GA,ch1225) Technical assistance
9.6(77GA,ch1225) Monitoring

CHAPTER 10
YOUTH AFFAIRS

10.1(84A) Iowa conservation corps
10.2(84A) Summer component
10.3(84A) In-school public service employment program
10.4 Reserved
10.5(84A) Young adult component

CHAPTER 11
WORK FORCE INVESTMENT PROGRAM

11.1(84A) Purpose
11.2(84A) Definitions
11.3(84A) Request for proposal process
11.4(84A) Maximum grant amounts
11.5 Reserved
11.6(84A) Allowable costs and limitations
11.7(84A) Eligible participants
11.8(84A) Displaced homemaker set-aside
11.9(84A) Administration
11.10(84A) Redistribution of funds

CHAPTER 12
IOWA JOB TRAINING PARTNERSHIP PROGRAM

12.1(7B,PL97-300,PL102-367) Assumption of responsibility
12.2(7B,PL97-300,PL102-367) Purpose
12.3(7B,PL97-300,PL102-367) Definitions
12.4(7B,PL97-300,PL102-367) Service delivery area designations
12.5(7B,PL97-300,PL102-367) Service delivery area redesignation
12.6(7B,PL97-300,PL102-367) Consortium agreements
12.7(7B,PL97-300,PL102-367) Private industry council
12.8(7B,PL97-300,PL102-367) Private industry council/local elected official agreement
12.9(7B,PL97-300,PL102-367) Plan requirements
12.10(7B,PL97-300,PL102-367) Grant agreements
12.11(7B,PL97-300,PL102-367) Incentive grant award system
12.12(7B,PL97-300,PL102-367) Reallocation process
12.13(7B,PL97-300,PL102-367) Financial management
12.14(7B,PL97-300,PL102-367) Auditing
12.15(7B,PL97-300,PL102-367) Debt collection procedures
12.16(7B,PL97-300,PL102-367) Grantee report requirements
12.17(7B,PL97-300,PL102-367) Compliance review system
12.18(7B,PL97-300,PL102-367) Sanctions for violations of the Act
12.19(7B,PL97-300,PL102-367) Equal opportunity compliance
12.20(7B,PL97-300,PL102-367) SDA level complaint procedures
12.21(7B,PL97-300,PL102-367) Department complaint procedures
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CHAPTER 13
MENTOR ADVISORY BOARD

13.1(84A) Purpose
13.2(84A) Duties
13.3(84A) Membership
13.4(84A) Meetings

CHAPTER 14
IOWA WELFARE-TO-WORK PROGRAM

14.1(84A,PL105-33) Designation of responsibility
14.2(84A,PL105-33) Purpose
14.3(84A,PL105-33) Definitions
14.4(84A,PL105-33) Private industry council
14.5(84A,PL105-33) Certifications
14.6(84A,PL105-33) Regional allocation formula
14.7(84A,PL105-33) Eligible program operators
14.8(84A,PL105-33) Proposal requirements
14.9(84A,PL105-33) Matching requirements
14.10(84A,PL105-33) Service requirements
14.11(84A,PL105-33) Eligible activities
14.12(84A,PL105-33) Grant agreements
14.13(84A,PL105-33) Performance standards
14.14(84A,PL105-33) Grant reporting and compliance review
14.15(84A,PL105-33) Program operator sanctions
14.16(84A,PL105-33) Financial management
14.17(84A,PL105-33) Auditing
14.18(84A,PL105-33) Debt collection procedures
14.19(84A,PL105-33) Complaint procedures

CHAPTER 15
STRATEGIC WORKFORCE DEVELOPMENT FUND

15.1(77GA,SF2296) Purpose
15.2(77GA,SF2296) Definitions
15.3(77GA,SF2296) Regional advisory board
15.4(77GA,SF2296) Regional allocation formula
15.5(77GA,SF2296) Youth requirements
15.6(77GA,SF2296) Matching requirements
15.7(77GA,SF2296) Eligible activities
15.8(77GA,SF2296) Services plan
15.9(77GA,SF2296) Grant agreements
15.10(77GA,SF2296) Grant reporting and compliance review

CHAPTER 16
IOWA INDUSTRIAL NEW JOBS TRAINING PROGRAM

16.1(15,260E) Authority
16.2(15,260E) Purpose
16.3(15,260E) Definitions
16.4(15,260E) Agreements
16.5(15,260E) Resolution on incremental property tax
16.6(15,260E) New jobs withholding credit
16.7(15,260E) Notice of intent to issue certificates
16.8(15,260E) Standby property tax levy
16.9(15,260E) Reporting
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16.10(15,260E) Monitoring
16.11(15,260E) State administration
16.12(15,260E) Coordination with communities
16.13(15,76GA,SF2351) Supplemental 1½ percent withholding

CHAPTER 17
IOWA JOBS TRAINING PROGRAM

17.1(260F) Authority
17.2(260F) Purpose
17.3(260F) Definitions
17.4(260F) Program funding
17.5(260F) Funding for projects which include one business
17.6(260F) Funding for projects which include multiple businesses
17.7(260F) Funding for high technology apprenticeship programs
17.8(260F) Matching funds requirement
17.9(260F) Use of program funds
17.10(260F) Use of 260F earned interest
17.11 Reserved
17.12(260F) Separate account
17.13 to 17.17 Reserved
17.18(260F) Letter of intent
17.19(260F) Project commencement date
17.20(260F) Application process
17.21(260F) Application scoring criteria
17.22(260F) Training agreement
17.23(260F) Special requirements for community college consortium projects
17.24(260F) Special requirements for community college-sponsored business network projects
17.25(260F) Special requirements for authority-sponsored business network projects
17.26(260F) Special requirements for community college-sponsored high technology

apprenticeship projects
17.27(260F) Special requirements for authority-sponsored high technology apprenticeship

projects
17.28 and 17.29 Reserved
17.30(260F) Events of default
17.31(260F) Options and procedures on default
17.32(260F) Remedies upon default
17.33(260F) Return of unused funds
17.34(260F) Open records
17.35(260F) Required forms

CHAPTER 18
WORKFORCE DEVELOPMENT FUND

18.1(15,76GA,ch1180) Purpose
18.2(15,76GA,ch1180) Definitions
18.3(15,76GA,ch1180) Workforce development fund account
18.4(15,76GA,ch1180) Workforce development fund allocation
18.5(15,76GA,ch1180) Workforce development fund reporting
18.6(15,76GA,ch1180) Training and retraining programs for targeted industries
18.7(15,76GA,ch1180) Projects under Iowa Code chapter 260F
18.8(15,76GA,chs1180,1219) Apprenticeship programs under Iowa Code section 260C.44 (including

new or statewide building trades apprenticeship programs)
18.9(15,76GA,chs1180,1219) Innovative skill development activities

https://www.legis.iowa.gov/docs/ico/chapter/260F.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.44.pdf
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18.10(15,76GA,ch1180) Negotiation and award
18.11(15,76GA,ch1180) Administration
18.12(15,76GA,ch1180) Training materials and equipment
18.13(15,76GA,ch1180) Redistribution of funds

CHAPTER 19
APPRENTICESHIP TRAINING PROGRAM

19.1(15,15B) Authority
19.2(15,15B) Purpose
19.3(15,15B) Definitions
19.4(15,15B) Annual appropriations—amount of assistance available—standard contract—use

of funds
19.5(15,15B) Eligibility for assistance
19.6(15,15B) Determination of financial assistance grants
19.7(15,15B) Application submittal and review process
19.8(15,15B) Notice and reporting

CHAPTER 20
FUTURE READY IOWA REGISTERED APPRENTICESHIP DEVELOPMENT FUND

20.1(15,87GA,HF2458) Purpose
20.2(15,87GA,HF2458) Definitions
20.3(15,87GA,HF2458) Program description
20.4(15,87GA,HF2458) Program eligibility, application scoring, and awards
20.5(15,87GA,HF2458) Agreement required

CHAPTER 21
FUTURE READY IOWA EXPANDED REGISTERED
APPRENTICESHIP OPPORTUNITIES PROGRAM

21.1(15C) Purpose
21.2(15C) Definitions
21.3(15C) Program description
21.4(15C) Program eligibility, application scoring, and awards
21.5(15C) Agreement required

CHAPTER 22
ACCELERATED CAREER EDUCATION (ACE) PROGRAM

22.1(260G) Purpose
22.2(260G) Definitions
22.3(260G) Program eligibility and designation
22.4(260G) Funding allocation
22.5(260G) Program job credits
22.6(260G) Program agreements and administration

CHAPTER 23
INNOVATIVE BUSINESSES INTERNSHIP PROGRAM

23.1(15) Authority
23.2(15) Purpose
23.3(15) Definitions
23.4(15) Program funding
23.5(15) Eligible business
23.6(15) Ineligible business
23.7(15) Eligible students
23.8(15) Ineligible students
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23.9(15) Application submittal and review process
23.10(15) Application content and other requirements
23.11(15) Selection process
23.12(15) Application scoring criteria
23.13(15) Contract and reporting

CHAPTER 24
VOTER REGISTRATION

24.1(96) Forms availability

CHAPTER 25
PUBLIC RECORDS AND

FAIR INFORMATION PRACTICES
(Uniform Rules)

25.1(22,96) Definitions
25.3(22,96) Request for access to records
25.4(22,96) Access to confidential records
25.6(22,96) Procedure by which additions, dissents, or objections may be entered into certain

records
25.7(22,96) Consent to disclosure by the subject of a confidential record
25.8(22,96) Notice to suppliers of information
25.9(22,96) Disclosure without the consent of the subject
25.10(22,96) Routine use
25.11(22,96) Release to a subject
25.12(22,96) Availability of records
25.13(22,96) Personally identifiable information
25.14(22,96) Applicability

CHAPTER 26
PETITIONS

26.1(17A,96) Petition for rule making
26.2(17A,96) Petition for declaratory order

CHAPTER 27
Reserved

CHAPTER 28
FORMS AND INFORMATIONAL MATERIALS

28.1(96,84A) Forms

CHAPTER 29
IOWA OFFICE OF APPRENTICESHIP

29.1(90GA,SF318) Purpose
29.2(90GA,SF318) Code of Federal Regulations reference
29.3(90GA,SF318) Duties of office
29.4(90GA,SF318) Requirements for sponsors and employers
29.5(90GA,SF318) Approval of apprenticeship program

CHAPTER 30
STEM INTERNSHIP PROGRAM

30.1(15,85GA,ch1132,86GA,SF510) Authority
30.2(15,85GA,ch1132,86GA,SF510) Purpose
30.3(15) Definitions
30.4(15,85GA,ch1132,86GA,SF510) Program funding and disbursement
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30.5(15,85GA,ch1132,86GA,SF510) Eligible employers
30.6(15,85GA,ch1132,86GA,SF510) Ineligible employers
30.7(15,85GA,ch1132,86GA,SF510) Eligible students
30.8(15,85GA,ch1132,86GA,SF510) Ineligible students
30.9(15,85GA,ch1132,86GA,SF510) Application submittal and review process
30.10(15,85GA,ch1132,86GA,SF510) Application content and other requirements
30.11(15,85GA,ch1132,86GA,SF510) Award process
30.12(15,85GA,ch1132,86GA,SF510) Application scoring criteria
30.13(15,85GA,ch1132,86GA,SF510) Contract and reporting

CHAPTER 31
STATEWIDE WORK-BASED LEARNING INTERMEDIARY NETWORK

31.1(256) Purpose
31.2(256) Definitions
31.3(256) Statewide work-based learning intermediary network
31.4(256) Regional work-based learning intermediary network

CHAPTER 32
ADULT EDUCATION AND LITERACY PROGRAMS

32.1(260C) Definitions
32.2(260C) State planning
32.3(260C) Program administration
32.4(260C) Career pathways
32.5(260C) Student eligibility
32.6(260C) Qualification of staff
32.7(260C) High-quality professional development
32.8(260C) Performance and accountability

CHAPTER 33
IOWA VOCATIONAL REHABILITATION SERVICES

33.1(259) Nature and responsibility of division
33.2(259) Nondiscrimination
33.3(259) Definitions
33.4(259) Referral and application for services
33.5(259) Eligibility for vocational rehabilitation services
33.6(259) Other eligibility and service determinations
33.7(259) Purchasing principles for individual-specific purposes
33.8(259) Review, mediation and appeal processes
33.9(259) Case record
33.10(259) Personally identifiable information
33.11(259) Other groups of records routinely available for public inspection
33.12(259) State rehabilitation council
33.13(259) Iowa self-employment program: purpose
33.14(259) Program requirements
33.15(259) Application procedure
33.16(259) Award of technical assistance funds
33.17(259) Business plan feasibility study procedure
33.18(259) Award of financial assistance funds
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CHAPTER 22
ACCELERATED CAREER EDUCATION (ACE) PROGRAM

[Prior to 11/1/23, see Economic Development Authority[261] Ch 20]

877—22.1(260G) Purpose. The accelerated career education (ACE) program is designed to provide
businesses with an enhanced skilled workforce in Iowa. The program assists Iowa’s community colleges
in establishing or expanding programs that train individuals in the occupations most needed by Iowa
businesses.
[ARC 0612C, IAB 2/20/13, effective 3/27/13; ARC 5524C, IAB 3/24/21, effective 4/28/21; Editorial change: IAC Supplement
11/1/23]

877—22.2(260G) Definitions.
“260G data system” means the data system established by the authority to record data, upload

documentation, and track programs and agreements.
“Accelerated career education program” or “ACE program” means the program established

pursuant to Iowa Code chapter 260G and administered by the authority.
“Allotment” means the distribution of program job credits among the community colleges in

accordance with Iowa Code section 260C.18C.
“Authority” means Iowa workforce development created in Iowa Code section 84A.1.
“Board”means the members of the economic development authority appointed by the governor and

in whom the powers of the authority are vested pursuant to Iowa Code section 15.105.
“Community college” means a community college established under Iowa Code chapter 260C or a

consortium of two or more community colleges.
“Community college board” means the governing board of a merged area as defined in Iowa Code

section 260C.11.
“Employee” means a person employed in a program job.
“Employer” means a business or consortium of businesses engaged in interstate or intrastate

commerce for the purposes of manufacturing, processing or assembling products; construction;
conducting research and development; or providing services in interstate or intrastate commerce, but
excluding retail services.

“Highly skilled job” means a job with a broadly based, high-performance skill profile including
advanced computation and communication skills, technology skills and workplace behavior skills, and
for which an applied technical education is required.

“Participant” means an individual who is enrolled in an accelerated career education program at a
community college.

“Participant position” means the individual student enrollment position available in an accelerated
career education program.

“Program” means a program of instruction designed by a community college which has been
designated by a community college board and approved by the authority as meeting the requirements
of Iowa Code section 260G.4.

“Program agreement” means an agreement between an employer and a community college as
described in Iowa Code section 260G.3.

“Program costs” means all necessary and incidental costs of providing program services.
“Program job” means a highly skilled job available from an employer pursuant to a program

agreement.
“Program job credit” means a credit that an employer may claim against all withholding taxes due

in an amount up to 10 percent of the gross program job wage of a program job position as authorized in
an agreement between a community college and an employer.

“Program job position” means a job position which is planned or available for an employee by the
employer pursuant to a program agreement.

“Program services” means services that include all of the following provided they are pursuant
to a program agreement: program needs assessment and development, job task analysis, curriculum
development and revision, instruction, instructional materials and supplies, computer software and

https://www.legis.iowa.gov/docs/aco/arc/0612C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5524C.pdf
https://www.legis.iowa.gov/docs/ico/chapter/260G.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.18C.pdf
https://www.legis.iowa.gov/docs/ico/section/2023/84A.1.pdf
https://www.legis.iowa.gov/docs/ico/section/15.105.pdf
https://www.legis.iowa.gov/docs/ico/chapter/260C.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.11.pdf
https://www.legis.iowa.gov/docs/ico/section/260G.4.pdf
https://www.legis.iowa.gov/docs/ico/section/260G.3.pdf
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upgrades, instructional support, administrative and student services, related school to career training
programs, skill or career interest assessment services and testing and contracted services.
[ARC 0612C, IAB 2/20/13, effective 3/27/13; ARC 5524C, IAB 3/24/21, effective 4/28/21; Editorial change: IAC Supplement
11/1/23]

877—22.3(260G) Program eligibility and designation.
22.3(1) In order to receive an allotment of program job credits, a community college must designate

an eligible program. All programs must demonstrate increased capacity to enroll additional students. To
be eligible, a program must be either:

a. A credit career or technical education program resulting in the conferring of a certificate,
diploma, associate of science degree, or associate of applied science degree; or

b. Acredit-equivalent career or technical education program consisting of not less than 540 contact
hours of classroom and laboratory instruction and resulting in the conferring of a certificate or other
recognized, competency-based credential.

22.3(2) A community college board of directors shall designate and approve an eligible program by
resolution. The community college board of directors shall ensure compliance with Iowa Code chapter
260G.

22.3(3) The authority will review and approve all program designations and maintain a record of all
approved programs.
[ARC 0612C, IAB 2/20/13, effective 3/27/13; ARC 3383C, IAB 10/11/17, effective 11/15/17; ARC 5524C, IAB 3/24/21, effective
4/28/21; Editorial change: IAC Supplement 11/1/23]

877—22.4(260G) Funding allocation.
22.4(1) Base allocation. The authority shall allocate the total amount of program job credits

authorized and available to each community college for each fiscal year based on the formula established
in Iowa Code section 260C.18C. For purposes of such allocation, the applicable ratios shall be applied
to commitments made by community colleges at the beginning of each fiscal year.

22.4(2) Allotment of uncommitted funds. Each community college shall commit its allotment of
program job credits as of April 1 of each fiscal year. Program job credits are considered committed if
there is an executed program agreement or if there is a statement of intent that a program agreement will
be executed by May 1 of the current fiscal year. Uncommitted funds shall be reallocated on a first-come,
first-served basis to other community colleges with executed program agreements that have not received
all of the program job credits required. Funds that remain uncommitted as of June 30 will be reallocated
based on the formula established in Iowa Code section 260C.18C for use during the following fiscal year.

22.4(3) Authority role. The authority shall calculate and report to each community college its
allotment. The authority may deny the allocation of program job credits to any program which fails to
comply with Iowa Code chapter 260G. The authority shall maintain records of the proposed program
job credits under each agreement for each fiscal year.

22.4(4) Submission of program agreements. A community college shall submit program agreements
via the 260G data system to access its allotment of program job credits.

22.4(5) Total amount of program job credits in any one fiscal year. The total amount of program
job credits from all employers which shall be allocated for all programs in any one fiscal year shall not
exceed the amount specified in Iowa Code section 260G.4B(1).
[ARC 0612C, IAB 2/20/13, effective 3/27/13; ARC 5524C, IAB 3/24/21, effective 4/28/21; Editorial change: IAC Supplement
11/1/23]

877—22.5(260G) Program job credits.
22.5(1) Eligibility. To be eligible to receive program job credits, an employer shall demonstrate it

has met the following requirements:
a. The program agreement must provide for pledged program positions paying at least 200 percent

of the federal poverty level for a family of two as calculated at the time of approval of the agreement
or any renewal. If the wage designated is to become effective after a training or probationary period,
the employer must document that there is a plan in place regarding time frames for transition to the

https://www.legis.iowa.gov/docs/aco/arc/0612C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5524C.pdf
https://www.legis.iowa.gov/docs/ico/chapter/260G.pdf
https://www.legis.iowa.gov/docs/aco/arc/0612C.pdf
https://www.legis.iowa.gov/docs/aco/arc/3383C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5524C.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.18C.pdf
https://www.legis.iowa.gov/docs/ico/section/260C.18C.pdf
https://www.legis.iowa.gov/docs/ico/chapter/260G.pdf
https://www.legis.iowa.gov/docs/ico/section/260G.4B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0612C.pdf
https://www.legis.iowa.gov/docs/aco/arc/5524C.pdf
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permanent full-time wage, and the employer must provide documentation that these time frames are
reasonable and that the employer has previously adhered to the time frames.

b. The program agreementmust establish a 20 percent employer cash or in-kindmatch for program
costs.

22.5(2) Determination of job credit amounts.
a. Program job credits shall be based upon the program job positions identified in the program

agreement. No costs incurred prior to the effective date of a program agreement may be reimbursed or
eligible for program job credits.

b. Eligibility for program job credits shall be based on certification of program job positions and
program job wages by the employer at the time established in the agreement.

c. An amount up to 10 percent of the gross program job wages as certified by the employer in the
agreement shall be credited from the total payment made by an employer pursuant to Iowa Code section
422.16.

d. The employer shall remit the amount of the credit quarterly, in the same manner as withholding
payments are reported to the department of revenue, to the community college to be allocated to and,
when collected, paid into a special fund of the community college to pay, in part, the program costs.

e. When the program costs have been paid, the employer credits shall cease. Anymoneys received
after the program costs have been paid shall be remitted to the treasurer of state to be deposited in the
general fund of the state.

22.5(3) Certification to department of revenue.
a. The employer shall certify to the department of revenue that the program job credits are in

accordance with the program agreement and shall provide other information the department may require.
b. The authority shall certify to the department of revenue on behalf of the community colleges

that the amount of the program job credits is in accordance with each program agreement and shall
provide other information the department may require.
[ARC 5524C, IAB 3/24/21, effective 4/28/21; Editorial change: IAC Supplement 11/1/23]

877—22.6(260G) Program agreements and administration.
22.6(1) Program agreements will be developed by an employer and a community college. The

development of the program agreements may be facilitated by an entity representing a group of
employers. If a bargaining unit is in place with the employer pledging the jobs, a representative of the
bargaining unit shall take part in the development of the program agreement. All participating parties
must sign the program agreement. The program agreement must include employer certification of
contributions that are made toward the program costs.

22.6(2) A program agreement shall include, at a minimum, the following terms:
a. Match provided by the employer;
b. Tuition, student fees, or special charges fixed by the community college board of directors;
c. Guarantee of employer payments;
d. Type and amount of funding sources that will be used to pay for program costs;
e. Description of program services and implementation schedule;
f. The term of the agreement, not to exceed five years;
g. The employer’s agreement to interview graduates for full-time positions and provide hiring

preference;
h. For employers with more than four sponsored participants, certification that a job offer will be

made to at least 25 percent of those participants who complete the program;
i. An agreement by the employer to provide a wage level of no less than 200 percent of the federal

poverty guideline for a family of two;
j. A provision that the employer does not have to fulfill the job offer requirement if the employer

experiences an economic downturn;
k. Aprovision that the participants will agree to interviewwith the employer following completion

of the program; and
l. Default procedures.

https://www.legis.iowa.gov/docs/ico/section/422.16.pdf
https://www.legis.iowa.gov/docs/aco/arc/5524C.pdf
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22.6(3) Program agreements shall be submitted to the authority via the 260G data system. Program
agreements shall document the findings of the community college that all program and employer
eligibility requirements have been met. The authority will review agreements for issues of quality. The
authority will maintain a record of all approved agreements.

22.6(4) Term, amendments, and renewals.
a. Term. The term of a program agreement shall not exceed five years from the effective date of

the agreement. Once a program agreement is approved, the authority will obligate job credits, contingent
upon the availability of funding, for each year of the term of the agreement.

b. Amendments. A program agreement shall be amended only with the consent of both parties and
approval by the authority. A program agreement can be amended to extend the term of the agreement a
maximum of two years.

c. Renewals. A program agreement may be renewed upon completion of its approved term. The
community college must demonstrate the program meets the eligibility requirements in Iowa Code
section 260G.4, including increased program capacity, as of the date of approval of renewal by the
authority. A renewed agreement, including exhibits, shall be entered and uploaded into the 260G data
system. In order to renew an agreement, the following budgeted items and employer commitments
shall be updated:

(1) Sponsored positions;
(2) Program costs;
(3) Changes in tuition;
(4) Other fees;
(5) Changes in salaries and expenses;
(6) Federal poverty thresholds;
(7) Income;
(8) Employer match amounts;
(9) Any other items identified by the authority.
22.6(5) The 260G data system will automatically assign a 12-digit agreement number once the

agreement data is entered and approved. The agreement number will remain the same if an approved
agreement is extended or otherwise amended. Program agreements that are renewed pursuant to
paragraph 20.6(4)“c” will be assigned a new 12-digit number.

22.6(6) The authority shall provide information about the ACE program in accordance with its
annual reporting requirements in Iowa Code section 15.107B.

22.6(7) Each community college shall establish a monitoring system which includes, at a minimum,
a review of employers’ compliance with Iowa Code, these rules, and the program agreement. Monitoring
shall be conducted at least annually by community colleges with active program agreements. Each
community college shall document its monitoring efforts and promptly notify the authority of any
changes.

22.6(8) Coordination with other state agencies.
a. Department of revenue. When a program agreement is approved for funding, the community

college shall notify the authority through the 260G data system, and the authority shall notify the
department of revenue on behalf of the community college within 30 days of the date of its approval.
Information to be provided to the department of revenue includes, but is not limited to, program
agreement number, employer name, employer address, start and expiration dates, federal employer
identification number, wages, sponsored positions, and approved amount of program job credits. If, at
any time after a program agreement is approved, changes are made that would affect the above reporting
requirements, the department of revenue and the authority shall be notified within 30 days.

b. Iowa workforce development. Community colleges and the authority shall provide program
data to Iowa workforce development as required.

c. Department of education. Community colleges and the authority shall provide program data to
the department of education as required.

https://www.legis.iowa.gov/docs/ico/section/260G.4.pdf
https://www.legis.iowa.gov/docs/iac/rule/261.20.6.pdf
https://www.legis.iowa.gov/docs/ico/section/15.107B.pdf
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22.6(9) Program costs for new and renewal program agreements shall be calculated or recalculated
based on the required program services for a specific number of participants. Program agreement updates
reflecting this recalculation must be submitted to the authority to review compliance.
[ARC 5524C, IAB 3/24/21, effective 4/28/21; Editorial change: IAC Supplement 11/1/23]

877—22.7(260G) Administration. Rescinded ARC 5524C, IAB 3/24/21, effective 4/28/21.

877—22.8(260G) Customer tracking system. RescindedARC 5524C, IAB 3/24/21, effective 4/28/21.

877—22.9(260G) Program costs recalculation. Rescinded ARC 5524C, IAB 3/24/21, effective
4/28/21.

877—22.10(260G) Threshold requirements. Rescinded ARC 0612C, IAB 2/20/13, effective 3/27/13.

877—22.11(260G) Application procedures. Rescinded ARC 0612C, IAB 2/20/13, effective 3/27/13.

877—22.12(260G) Evaluation criteria for competitive awards—capital costs projects. Rescinded
ARC 0612C, IAB 2/20/13, effective 3/27/13.

877—22.13(260G) Threshold requirements—program job credits. Rescinded ARC 5524C, IAB
3/24/21, effective 4/28/21.

877—22.14(260G) Job credits allocation. Rescinded ARC 5524C, IAB 3/24/21, effective 4/28/21.

877—22.15(260G) Determination of job credits, notice, and certification. Rescinded ARC 5524C,
IAB 3/24/21, effective 4/28/21.

877—22.16(260G)Evaluation criteria for quality assurance—program job credits. RescindedARC
5524C, IAB 3/24/21, effective 4/28/21.

877—22.17(260G) Committed funds. Rescinded ARC 5524C, IAB 3/24/21, effective 4/28/21.

877—22.18(260G) ACE program serving demand occupations. Rescinded ARC 5524C, IAB
3/24/21, effective 4/28/21.

877—22.19(81GA,HF868,HF809) Grow Iowa values fund assistance. Rescinded ARC 5524C, IAB
3/24/21, effective 4/28/21.

These rules are intended to implement Iowa Code chapter 260G.
[Filed emergency 6/18/99—published 7/14/99, effective 6/18/99]

[Filed 8/20/99, Notice 7/14/99—published 9/8/99, effective 10/13/99]
[Filed emergency 7/20/00—published 8/9/00, effective 7/21/00]
[Filed emergency 8/18/00—published 9/6/00, effective 8/18/00]

[Filed emergency 10/23/00 after Notice 9/6/00—published 11/15/00, effective 10/23/00]
[Filed emergency 11/17/00—published 12/13/00, effective 11/17/00]

[Filed emergency 11/20/03 after Notice 9/17/03—published 12/24/03, effective 11/20/03]
[Filed emergency 7/7/05—published 8/3/05, effective 7/7/05]

[Filed 10/21/05, Notice 8/3/05—published 11/9/05, effective 12/14/05]
[Filed ARC 0612C (Notice ARC 0404C, IAB 10/17/12), IAB 2/20/13, effective 3/27/13]
[Filed ARC 3383C (Notice ARC 2995C, IAB 3/29/17), IAB 10/11/17, effective 11/15/17]
[Filed ARC 5524C (Notice ARC 5387C, IAB 1/13/21), IAB 3/24/21, effective 4/28/21]

[Editorial change: IAC Supplement 11/1/23]
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CHAPTER 23
INNOVATIVE BUSINESSES INTERNSHIP PROGRAM

[Prior to 11/1/23, see Economic Development Authority[261] Ch 104]

877—23.1(15) Authority. The authority for adopting rules establishing an innovative businesses
internship program is provided in Iowa Code section 15.411(4).
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 0611C, IAB 2/20/13, effective
3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.2(15) Purpose. The purpose of the innovative businesses internship program is to link Iowa
students to internship opportunities with innovative small and medium-sized firms and to help such
students convert their internships into employment opportunities.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 0611C, IAB 2/20/13, effective
3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.3(15) Definitions.
“Authority” means Iowa workforce development created in Iowa Code section 84A.1.
“Board”means the members of the economic development authority appointed by the governor and

in whom the powers of the authority are vested pursuant to Iowa Code section 15.105.
“Committee”means the technology commercialization committee established by the board pursuant

to 261—Chapter 1.
“Community college” means a community college established under Iowa Code chapter 260C.
“Director” means the director of Iowa workforce development.
“Innovative business” means the same as defined in Iowa Code section 15E.52(1)“c.”
“Internship” means temporary employment of a student that focuses on providing the student with

work experience in the student’s field of study.
“Program” means the innovative businesses internship program established in this chapter.
“Prospective employee” means a student who is anticipated to be hired upon graduation.
“Student” means a student of one of the Iowa community colleges, private colleges, or institutions

of higher learning under the control of the state board of regents or a student who graduated from high
school in Iowa but attends an institution of higher learning outside the state of Iowa.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 0611C, IAB 2/20/13, effective 3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.4(15) Program funding.
23.4(1) The maximum award shall not exceed $3,100 for any single internship or $9,300 for any

single business.
23.4(2) Funds shall only be used for reimbursement of wages during the designated internship

period. Students hired as interns shall be paid at least twice the minimum wage.
23.4(3) The authority shall issue funds to a business based upon authority approval of a completed

application and the execution of a contract between the business and the authority.
23.4(4) A business may receive financial assistance on a matching basis for a portion of the wages

paid to an intern. If providing financial assistance, the authority shall provide the assistance on a
reimbursement basis such that for every two dollars of wages earned by the student, one dollar paid by
the business is matched by one dollar from the authority.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC
Supplement 11/1/23]

877—23.5(15) Eligible business. Eligible businesses may apply to the authority for assistance under
the program. The program is available to Iowa businesses that meet all of the following criteria:

23.5(1) The business must be an Iowa-based business with fewer than 500 employees, with a
significant portion employed within the state of Iowa.

23.5(2) The business must be engaged in an innovative business.

https://www.legis.iowa.gov/docs/ico/section/15.411.pdf
https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0611C.pdf
https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0611C.pdf
https://www.legis.iowa.gov/docs/ico/section/2023/84A.1.pdf
https://www.legis.iowa.gov/docs/ico/section/15.105.pdf
https://www.legis.iowa.gov/docs/iac/chapter/261.1.pdf
https://www.legis.iowa.gov/docs/ico/chapter/260C.pdf
https://www.legis.iowa.gov/docs/ico/section/15E.52.pdf
https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9754B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0611C.pdf
https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9754B.pdf
https://www.legis.iowa.gov/docs/aco/arc/2099C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2316C.pdf
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23.5(3) The business must offer the internship to students of Iowa community colleges, private
colleges, or institutions of higher learning under the control of the state board of regents or to students
who graduated from high school in Iowa but attend an institution of higher learning outside the state of
Iowa.

23.5(4) The business’s summer internships must last a minimum of 8 weeks (averaging no less than
30 hours per week), and the business’s semester internships must last a minimum of 14 weeks (averaging
no less than 10 hours per week).
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 0611C, IAB 2/20/13, effective
3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.6(15) Ineligible business. The following businesses are not eligible for this program:
23.6(1) A business which is engaged in retail sales or which provides health services is ineligible.
23.6(2) A business which closes or substantially reduces its workforce by more than 20 percent at

existing operations in order to relocate substantially the same operations to another area of the state is
ineligible for 36 consecutive months at any of its Iowa sites from the date the new establishment opens.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; Editorial change: IAC Supplement 11/1/23]

877—23.7(15) Eligible students. Students must be within one to two years of graduation and enrolled at
one of Iowa’s community colleges, private colleges, or institutions of higher learning under the control of
the state board of regents. A student as defined in this chapter is eligible for an internship under this rule.
The authority shall encourage youth who reside in economically distressed areas, youth adjudicated to
have committed a delinquent act, and youth transitioning out of foster care to participate in the program.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 0611C, IAB 2/20/13, effective 3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.8(15) Ineligible students. Students who are more than two years from graduation are
ineligible. Students who are immediate family members of management employees or board members
of the applicant business are ineligible. Students who do not otherwise meet the eligibility requirements
described in rule 261—104.7(15) are not eligible.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; Editorial change: IAC Supplement 11/1/23]

877—23.9(15) Application submittal and review process.
23.9(1) The authority shall develop a standardized application and make the application available

to eligible businesses. To apply for assistance under the program, a business shall submit an application
to the authority. Applications may be sent to Iowa Workforce Development, 1000 East Grand Avenue,
Des Moines, Iowa 50319. Required forms and instructions are available by contacting the authority at
that address or from the authority’s website at www.iowaworkforcedevelopment.gov.

23.9(2) The application will be reviewed and scored by authority staff. The director of the authority
will make final funding decisions after considering the recommendations of staff. The director has
final decision-making authority on requests for financial assistance for this program. The director may
approve, defer or deny an application.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 0611C, IAB 2/20/13, effective 3/27/13; ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15,
effective 1/27/16; Editorial change: IAC Supplement 11/1/23]

877—23.10(15) Application content and other requirements.
23.10(1) A business seeking assistance under the program must complete an application for

internship assistance and submit it to the authority. Successful applicants must enter into a contract with
the authority prior to posting or advertising the internship.

23.10(2) If an award is made, the business shall secure an intern within the time period stated in the
contract between the authority and the business.

23.10(3) The application shall include, but not be limited to, all of the following:
a. The dates and location of the internship.
b. A statement of duties the intern will be performing at the business site. The intern is to be

involved in a substantive experience in one or more of the following areas: research and development;

https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
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https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9754B.pdf
https://www.legis.iowa.gov/docs/aco/arc/0611C.pdf
https://www.legis.iowa.gov/docs/iac/rule/261.104.7.pdf
https://www.legis.iowa.gov/docs/aco/arc/8848B.pdf
https://www.legis.iowa.gov/docs/aco/arc/9063B.pdf
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https://www.legis.iowa.gov/docs/aco/arc/2099C.pdf
https://www.legis.iowa.gov/docs/aco/arc/2316C.pdf


IAC 11/1/23 Workforce Development Board/Services[877] Ch 23, p.3

engineering; process management and production; product experimentation and analysis; product
development; market research; business planning and administration. The application shall also include
information regarding the intern’s work space (i.e., access to telephone, computer, and other necessary
items).

c. The name of the business’s representative who will train and supervise the intern.
d. A statement of the anticipated workforce needs at the business, which shall include an

explanation of the current workforce shortage and identify the intern’s potential for prospective
employment with the business following graduation.

23.10(4) The authority reserves the right to require additional information from the business.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 0611C, IAB 2/20/13, effective 3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.11(15) Selection process. Applications will be reviewed in the order received by the authority.
The director may approve, defer or deny each application for financial assistance, based on the
availability of funds. The authority will score applications according to the criteria specified in rule
261—104.12(15). To be considered for funding, an application must receive a minimum score of 65
out of a possible 100 points and meet all other eligibility criteria specified in these rules.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC
Supplement 11/1/23]

877—23.12(15) Application scoring criteria. When applications for financial assistance are reviewed,
the following criteria shall be considered:

23.12(1) The intern is involved in a substantive experience in one or more of the following areas:
research and development; engineering; process management and production; product experimentation
and analysis; product development; market research; business planning and administration. 25 points.

23.12(2) The explanation of the business’s anticipated workforce needs and of the intern’s potential
for prospective employment with the business following graduation. 20 points.

23.12(3) The extent to which the internship duties require independent judgment, creativity, and
intelligence to complete and contribute to the business’s goals or processes. 10 points.

23.12(4) The internship will have a positive impact on the intern’s skills, knowledge and abilities.
15 points.

23.12(5) The internship pays more than twice the minimum wage. 10 points.
23.12(6) The business’s contribution to the internship program is above theminimumprogrammatch

requirement. 10 points.
23.12(7) Intern applications will be accepted from more than one private college, university or

community college. 5 points.
23.12(8) The application documents that all considerations, including funding required to begin the

internship, have been addressed. 5 points.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 0611C, IAB 2/20/13, effective
3/27/13; Editorial change: IAC Supplement 11/1/23]

877—23.13(15) Contract and reporting.
23.13(1) Notice of award. Successful applicants will be notified in writing of an award of assistance,

including any conditions and terms of the approval.
23.13(2) Contract required. The authority shall prepare a contract, which includes, but is not limited

to, a description of the internship to be completed; conditions to disbursement; required reports; and the
repayment requirements imposed in the event the business does not fulfill its obligations described in
the contract and other specific repayment provisions (“clawback” provisions) to be established on an
individual basis.

23.13(3) Reporting. A business which has been awarded assistance under the program shall submit
any information requested by the authority in sufficient detail to permit the authority to prepare any
reports required by the authority, the board, the general assembly or the governor’s office.
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23.13(4) Contract amendments. The board does not need to approve a contract amendment. The
director may approve contract amendments consistent with 2011 Iowa Acts, House File 590, section 9.
[ARC 8848B, IAB 6/16/10, effective 5/20/10; ARC 9063B, IAB 9/8/10, effective 10/13/10; ARC 9754B, IAB 9/21/11, effective
10/26/11; ARC 0611C, IAB 2/20/13, effective 3/27/13; Editorial change: IAC Supplement 11/1/23]

These rules are intended to implement Iowa Code section 15.411(4).
[Filed 9/20/07, Notice 8/15/07—published 10/10/07, effective 11/14/07]

[Filed emergency 2/22/08—published 3/12/08, effective 2/22/08]
[Filed 2/22/08, Notice 12/19/07—published 3/12/08, effective 4/16/08]

[Filed Emergency ARC 8848B, IAB 6/16/10, effective 5/20/10]
[Filed ARC 9063B (Notice ARC 8849B, IAB 6/16/10), IAB 9/8/10, effective 10/13/10]
[Filed ARC 9754B (Notice ARC 9617B, IAB 7/13/11), IAB 9/21/11, effective 10/26/11]
[Filed ARC 0611C (Notice ARC 0408C, IAB 10/17/12), IAB 2/20/13, effective 3/27/13]

[Filed Emergency ARC 2099C, IAB 8/19/15, effective 7/20/15]
[Filed ARC 2316C (Notice ARC 2098C, IAB 8/19/15), IAB 12/23/15, effective 1/27/16]

[Editorial change: IAC Supplement 11/1/23]
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CHAPTER 30
STEM INTERNSHIP PROGRAM

[Prior to 11/1/23, see Economic Development Authority[261] Ch 110]

877—30.1(15,85GA,ch1132,86GA,SF510) Authority. The authority for adopting rules establishing a
STEM internship program is provided in Iowa Code section 15.411(3) as amended by 2015 Iowa Acts,
Senate File 510, division XI, and in Iowa Code section 15.106A.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.2(15,85GA,ch1132,86GA,SF510) Purpose. The purpose of the STEM internship program
is to assist in placing Iowa students studying in the fields of science, technology, engineering, and
mathematics into internships that lead to permanent positions with Iowa employers.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.3(15) Definitions.
“Authority” means Iowa workforce development created in Iowa Code section 84A.1.
“Board”means the members of the economic development authority appointed by the governor and

in whom the powers of the authority are vested pursuant to Iowa Code section 15.105.
“Business”means any enterprise located in this state which is operated for profit and under a single

management.
“Committee”means the technology commercialization committee established by the board pursuant

to 261—Chapter 1.
“Community college” means a community college established under Iowa Code chapter 260C.
“Designated internship period”means the summer or semester internship during which a student is

employed in an internship.
“Director” means the director of the economic development authority.
“Internship” means temporary employment of a student that focuses on providing the student with

work experience in the student’s field of study.
“Program” means the STEM internship program established in this chapter.
“STEM field” means a major course of study within the fields of science, technology, engineering,

or mathematics or a related field. For purposes of this chapter, STEM field includes all majors and
academic or degree programs listed on the ACT-defined STEM majors and occupations by area list.
The ACT-defined STEM majors and occupations by area list may be found at http://www.act.org. If a
student has declared a major or enrolled in an academic or degree program not listed on the ACT-defined
STEMmajors and occupations by area list, the student may still be found eligible for participation in the
program if, in the authority’s sole discretion, the student’s major is substantially similar to a major that
is listed on the ACT-defined STEM majors and occupations by area list.

“Student” means a student of one of the Iowa community colleges, private colleges, or institutions
of higher learning under the control of the state board of regents or a student who graduated from high
school in Iowa but now attends an institution of higher learning outside the state of Iowa.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.4(15,85GA,ch1132,86GA,SF510) Program funding and disbursement.
30.4(1) The maximum amount awarded to an employer for any one internship shall not exceed

$5,000. The maximum amount that may be awarded to any one employer in any one fiscal year shall not
exceed $50,000.

30.4(2) Funds shall only be used for reimbursement of wages paid during the designated internship
period. An employer must pay students hired as interns an hourly wage that is at least twice the minimum
wage. An employer may apply for program funding for an internship beginning prior to July 1, 2014,
but the authority will only reimburse the employer for wages paid on or after July 1, 2014.
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30.4(3) The authority will disburse funds to an employer only after approval of a completed
application and execution of a contract between the employer and the authority. The authority shall
have sole discretion in determining whether an application is fully complete.

30.4(4) An Iowa employer may qualify for financial assistance under the program on a matching
basis for a portion of the wages paid to an intern during the designated internship period. If providing
financial assistance, the authority shall provide the assistance on a reimbursement basis such that for
every two dollars of wages earned by the student, one dollar paid by the employer is matched by one
dollar from the authority. Funds will be disbursed on a reimbursement basis.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; ARC 3386C, IAB 10/11/17, effective
11/15/17; Editorial change: IAC Supplement 11/1/23]

877—30.5(15,85GA,ch1132,86GA,SF510) Eligible employers. Eligible employers may apply to the
authority for assistance under the program. The program is available to employers that meet all of the
following criteria:

30.5(1) The employermust be an Iowa-based business and have a significant portion of its employees
located within the state of Iowa.

30.5(2) The employer must be employing students who have either declared a major in a STEM field
or enrolled in a STEM-related academic or degree program at a community college. The students must
be employed as interns at a location in Iowa.

30.5(3) The employer must offer the internship to students of Iowa community colleges, private
colleges, or institutions of higher learning under the control of the state board of regents or to students
who graduated from high school in Iowa but attend an institution of higher learning outside the state of
Iowa.

30.5(4) The employer must offer either summer or semester-based internships. The summer
internships must have a minimum duration of 8 weeks (averaging no less than 30 hours per week), and
the employer’s semester internships must have a minimum duration of 14 weeks (averaging no less
than 10 hours per week).
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.6(15,85GA,ch1132,86GA,SF510) Ineligible employers. The following employers are not
eligible for the program:

30.6(1) An employer that is a business engaged in retail sales is ineligible.
30.6(2) An employer which closes or substantially reduces its workforce by more than 20 percent

at existing operations in order to relocate substantially the same operations to another area of the state is
ineligible for 36 consecutive months at any of its Iowa sites from the date the new establishment opens.

30.6(3) An employer that has applied or will apply during the same state fiscal year to the innovative
businesses internship under 261—Chapter 104 is ineligible to receive funding under the STEM internship
program.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.7(15,85GA,ch1132,86GA,SF510) Eligible students. To be eligible, a person shall meet the
requirements of a student as defined in rule 261—110.3(15,85GA,ch1132,86GA,SF510), must be within
one to two years of graduation, shall have declared amajor in a STEMfield or enrolled in a STEM-related
academic or degree program at a community college, and shall be selected for an internship at an Iowa
employer during a designated internship period.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.8(15,85GA,ch1132,86GA,SF510) Ineligible students. Students who are more than two years
from graduation are ineligible. Students who have not declared a major, have not declared a major
in a STEM field, or are not enrolled in a STEM-related academic or degree program at a community
college are ineligible. Students who are immediate family members of management employees or board
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members of the applicant employer are ineligible. Students who do not otherwise meet the eligibility
requirements described in rule 261—110.7(15,85GA,ch1132,86GA,SF510) are ineligible.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.9(15,85GA,ch1132,86GA,SF510) Application submittal and review process.
30.9(1) The authority shall develop a standardized application and make the application available to

eligible employers. To apply for assistance under the program, an employer shall submit an application
to the authority. Required forms and instructions are available by contacting the authority or from the
authority’s Internet site at www.iowaworkforcedevelopment.gov.

30.9(2) Applications will be reviewed and scored by the staff of the authority. The director of the
authority will make final funding decisions after considering the recommendations of staff. The director
has final decision-making authority on requests for financial assistance for this program. The director
may approve, defer or deny an application.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.10(15,85GA,ch1132,86GA,SF510) Application content and other requirements.
30.10(1) An employer seeking assistance under the program must complete an application for

internship assistance and submit it to the authority.
30.10(2) If an award is made, the employer shall secure an intern within the time period stated in

the contract between the authority and the employer.
30.10(3) The application shall include, but not be limited to, all of the following:
a. The dates and location of the internship.
b. A statement of duties the student will be performing at the internship site. The student shall

be involved in a substantive experience in an area closely related to the student’s STEM field. The
application shall also include information regarding the student’s work space (i.e., access to telephone,
computer, and other necessary items).

c. The name of the employer’s representative who will train and supervise the student.
d. A statement of the anticipated workforce needs at the internship site. The statement shall

include an explanation of the current workforce shortage and identify the student’s potential for
prospective employment with the employer following graduation.

30.10(4) In accepting applications from employers, the authoritymay require additional information
reasonably related to the program.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.11(15,85GA,ch1132,86GA,SF510) Award process. Applications will be reviewed in the
order received by the authority. The authority will attempt to award as many eligible internships
as funding allows. However, the authority may deny applications for incompleteness or because of
insufficient funds. The authority will score applications according to the criteria specified in rule
261—110.12(15,85GA,ch1132,86GA,SF510). To be considered for funding, an application must
receive a minimum score of 65 out of a possible 100 points and meet all other eligibility criteria
specified in these rules.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.12(15,85GA,ch1132,86GA,SF510) Application scoring criteria. When applications for
financial assistance under the program are reviewed, the following criteria will be considered and
scored as described below:

30.12(1) The extent to which the student is involved in a substantive experience closely related to
the student’s STEM field of study. 30 points.

30.12(2) The quality and sufficiency of the explanation of the employer’s anticipated workforce
needs and of the student’s potential for prospective employment with the employer or another Iowa
employer following graduation. 30 points.
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30.12(3) The extent to which the internship duties require independent judgment, creativity, and
intelligence to complete and contribute to the employer’s goals or processes. 10 points.

30.12(4) The extent to which the internship will have a positive impact on the student’s skills,
knowledge and abilities. 10 points.

30.12(5) The extent to which the internship pays more than twice the minimum wage. 10 points.
30.12(6) Whether applications will be accepted by the employer frommore than one private college,

university or community college. 5 points.
30.12(7) Whether the application establishes that all relevant internship considerations, including

necessary funding, have been addressed by the employer in advance. 5 points.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

877—30.13(15,85GA,ch1132,86GA,SF510) Contract and reporting.
30.13(1) Notice of award. Successful applicants will be notified in writing of an award of assistance,

including any conditions and terms of the approval.
30.13(2) Contract required. An employer receiving an award under the program shall execute a

standard contract prepared by the authority. The contract may include, but is not limited to, a description
of the internship to be completed, the conditions for disbursement, any required reports, the applicable
events of default, the repayment requirements imposed in the event of default, and any other specific
provisions that may be established from time to time on a case-by-case basis.

30.13(3) Reporting. An employer receiving assistance under the program shall submit any
information reasonably requested by the authority in sufficient detail to permit the authority to prepare
any reports required by the authority, the board, the general assembly or the governor’s office.

30.13(4) Contract amendments and terminations. Contract amendments or termination may be
approved by the director without board approval.
[ARC 2099C, IAB 8/19/15, effective 7/20/15; ARC 2316C, IAB 12/23/15, effective 1/27/16; Editorial change: IAC Supplement
11/1/23]

These rules are intended to implement 2014 Iowa Acts, chapter 1132, section 12, and Iowa Code
section 15.411(3) as amended by 2015 Iowa Acts, Senate File 510, division XI.

[Filed Emergency ARC 2099C, IAB 8/19/15, effective 7/20/15]
[Filed ARC 2316C (Notice ARC 2098C, IAB 8/19/15), IAB 12/23/15, effective 1/27/16]
[Filed ARC 3386C (Notice ARC 3155C, IAB 7/5/17), IAB 10/11/17, effective 11/15/17]

[Editorial change: IAC Supplement 11/1/23]
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